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INTERVIEW with Masayuki Fujio 


ON JAPAN’S TIES WITH 
SOUTHEAST ASIA 


Masayuki Fujio, chairman of the Policy Affairs Research Council of the 
ruling Liberal-Democratic Party (LDP), visited as head of a mission four 
countries of the Association of Southeast Asian Nations (ASEAN )—Indo- 
nesia, Malaysia, Thailand and the Philippines—for 11 days in May this 
year. He was the special envoy of Prime Minister Yasuhiro Nakasone. 

It is often said that the 21st century will be the century of the Asia- 
Pacific region. Keeping this in mind Fujio had talks with leaders of the four 
countries to find out better means and ways for cooperation and solidarity 
between Japan and ASEAN which are the key to the economic develop- 
ment of the whole Pacific basin. 

The mission led by Fujio was composed of about 30 members including 
high ranking officials of such government offices as the Foreign Ministry, 
the International Trade and Industry Ministry and the Finance Ministry. 

Visiting Fujio at his office in the LDP headquarters in Hirakawacho, 
Tokyo, Asia Pacific Community interviewed him about his visit to the 
ASEAN countries and what direction Japan’s Southeast Asian diplomacy 
should take hereafter. 


Q: Several years have passed since Japan expressed its determina- 
tion to activate its diplomacy toward Southeast Asia. While covering 
countries in the region as a newspaper correspondent, I met, apart 
from successive prime ministers who came to make courtesy calls 
to Southeast Asian countries on taking office, quite a few Japanese, 
such as Diet members and government officials, visiting on missions. 
But it seemed to me they all acted on their own without concerted 
plans or communication. Local governments greeting them, there- 
fore, appeared disgusted by such visits lacking coordination and 
often ended in giving them only a superficial reception. In this sense, 
it might be said that the Fujio mission was the first after World 
War II to organically bring together a large number of members 
of the ruling party and government officials in a group to visit 
Asian countries. As a result, I believe you were welcomed by the 
ASEAN countries, which looked upon your visit as a good chance 
to settle trade problems with Japan. 


Fujio: It is certain that there are the problems with the trade 
imbalance between Japan and the ASEAN members. In the cases 
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of Thailand, the Philippines and Malay- 
sia, they want to sell more of such primary 
products as boneless chicken, bananas, 
pineapples and palm oil to Japan. They 
are asking Japan to increase import quan- 
tities and to lower tariff rates. Indonesia 
is taking a similar stand on plywood. 

The task of our mission, however, was 
not to hold talks about individual trade 
problems on a businesslike basis with the 
ASEAN countries but to frankly and sin- 
cerely exchange views on fundamental 
measures to solve trade questions as a whole and set up a comple- 
mentary and cooperative economic structure which could bring 
about genuine prosperity in Asia. 

Leaders of the ASEAN countries tend to think Japan is rather 
concessive to pressures from the U.S. and European countries and 
makes one retreat after another while coolly responding to them. 
They seem to think they have been being discriminated against. By 
stressing Japan’s position as an Asian country, I tried to get their 
understanding of the Liberal-Democratic Party government’s policy 
toward Southeast Asia which never treats ASEAN lightly, much 
less discriminatively. I, of course, explained at the same time our 
program to set up a practical organization where measures will be 
discussed and studied to settle each problem one by one, even 
though it would be difficult to settle all at once. 

For instance, when it comes to Indonesia, which is the richest in 
resources of the ASEAN members, it has been controlling the export 
of raw lumber as a means to preserve wood resources and instead 
is, trying to expand the export of plywood. And it has been asking 
Japan not to impose a tariff as high as 20 per cent on plywood, 
which is understandable. But, I had a heart-to-heart talk in Jakarta 
and explained that it is an urgent task for Japan to try to bolster 
its slumping forest industry, And I asked for a three-year grace 
period before a tariff reduction on plywood. I thus explained to 
Indonesia not our tactical position but our true and plain intention. 





Q: Asis well known, all of Indochina was communized in 1975. 
For the sake of regional security and unity, the ASEAN countries 
held their first summit conference in Bali Island, Indonesia, in Feb- 
ruary, 1976. The second ASEAN summit followed in August, 1977, 





Interview 3 


in Kuala Lumpur, Malaysia, where leaders of Japan, the U.S., Aus- 
tralia and New Zealand were invited. In this expanded summit 
conference, Japan’s then prime minister Takeo Fukuda, who ap- 
peared to play a leading role told ASEAN leaders: “The relation- 
ship between Japan and ASEAN which has been so far just ona 
material basis must be developed into a dialogue from heart to 
heart.’ He went on to say: “Japan and ASEAN share the same 
fate on the same ship.” Fukuda’s statement was highly appreciated 
by local people and it was believed that a new Japan-ASEAN era 
had opened. There were even certain persons who called that year 
the first year of JASEAN. Later, the Fukuda administration stepped 
down and the era of JASEAN did not necessarily progress well. 
Under such circumstances, the Fujio mission was useful not only 
for reactivating the “JASEAN era” but for promoting it, I suppose. 


Fujio: As one of the leading industrialized countries in the world, 
it is a matter of course for Japan to contribute to the peace and 
stability of the world. But Japan, at the same time, has to further 
strengthen solidarity with Asian countries. Otherwise, we could not 
have a promising prospect for the 21st century. Japan has to grasp 
a clear sense of its geopolitical relations with ASEAN. Southeast 
Asia is, so to speak, a “yard” or a “franchise” for Japan. 

The region not only holds the Strait of Malacca which is a tanker 
route for our oil supply from the Middle East, but is a large re- 
sources supplier and a big market. On the other hand, it might be 
said Japan’s cooperation and aid are indispensable to ASEAN’s 
economic independence and prosperity. 

The ASEAN region occupies one third of Japan’s world trade, 
and about 50 per cent of Japan’s official development assistance 
(ODA) is sent to the region at present. In this situation, ASEAN 
has been achieving stable economic growth, while the industrialized 
countries all suffered from the shock of two oil crises and their 
aftereffects. A lot of economists, therefore, are wondering whether 
ASEAN will not play the role of a tractor for the world economy 
in the 21st century. 


HORIZONTAL INTERNATIONAL SPECIALIZATION 


Q: ASEAN has been expecting an awful lot from Japan in vari- 
ous fields, ASEAN leaders, who believe their countries are at the 
stage of Japan’s during the “Meiji Restoration” on their way to 
achieve economic independence through industrialization, seem 
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now to be wanting Japan to make a new approach to expand their 
countries’ economic innovations as their “elder brother.’ In other 
words, they strongly desire Japan to increase its investment in 
“labor-intensive,” “resources-processing,” “regional development” 
and “export promotion” types of industries and make the transfer 
of technology necessary for them. a 

Also, they do not want to be left behind by the “Third Wave” 
and are very interested in high technology. What are your views 
on technology transfer issue? 


Fujio: It is a responsibility or even a duty for Japan to actively 
help ASEAN with its industrialization and “economic take-off.” 
Some scholars point out the danger of the repercussions of tech- 
nology transfer, that is, the so-called “boomerang effect.” But 
ASEAN’s industrial potential is now steadily increasing. In case of 
Singapore, its GNP per capita reached $5,000 so that today it is 
among the newly industrializing countries (NICs). Other ASEAN 
countries are also endeavoring hard to join the group of NICs, In 
this situation, it is essential for Japan and ASEAN to conduct hori- 
zontal international specialization. And technology transfer from 
Japan to ASEAN should be made so as to meet the needs of each 
of the ASEAN members which are at different developing stages 
with varying economic structures. Therefore, it is not proper to 
simply transfer high technology to them regardless of their differ- 
ences. Technology transfer should not be put into practice from 
only an economic viewpoint, It must be carried out, on the con- 
trary, carefully and with sincerity, according to the actual condi- 
tions of each recipient country on step-by-step basis. I am convinced 
it is this kind of cooperation that will raise the ASEAN countries’ 
respect for Japan as their “elder brother.” 


Q: Most Southeast Asian countries are multiracial, which causes 
racial friction or antagonism. This, so to speak, constitutes their 
Achilles’ heel, But we Japanese, who are homogeneous, can hardly 
understand such a situation. Chinese residents in Southeast Asia in 
particular, who are estimated at 18 million, are one cause of region- 
al tension or social unrest by monopolizing most circulation markets. 
Considering this situation, how do you think Japan’s diplomacy 
toward ASEAN should be carried out? 


Fujio: The racial question is the domestic problem of each coun- 
try, so Japan can do nothing but comprehend it. In Malaysia, 
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Malayans and Chinese residents are competing with one another. 
And there was a large-scale racial clash between them in 1969. On 
the other hand, Chinese residents are only 5 million in Indonesia’s 
whole population of 160 million, But an oppressive policy toward 
Chinese residents has been taken since the Communist abortive 
coup d’état in 1965. 





However, Indonesia has started to see the necessity to have access 
to China’s mainland market to expand its own trade, and has been 
moving toward normalizing diplomatic relations with China which 
have been frozen since 1967. It seems this has made Indonesia’s 
attitude toward Chinese residents relatively lenient. But problems 
concerning relations between indigenous people and Chinese resi- 
dents are domestic ones Japan should not interfere in. 

In extending our economic cooperation, if we should mainly 
deal with Chinese residents since they are more efficient workers, 
we could succeed to some extent for the time being, but it would 
eventually incite internal trouble. So even though Chinese residents’ 
efficiency is much better than indigenous people’s, Japan should 
also pay attention to their respective political and social positions. 
The important thing is to treat them on a comprehensive and equal 
basis. We Japanese, who are said to be “worker bees,” must never 
apply our own working standards to Southeast Asian peoples. 


EXCLUSIVE CHARACTER OF JAPANESE 


Q: Tens of thousands of Japanese are residing over a long period 
in the ASEAN countries. When former premier Kakuei Tanaka 
visited the region in 1974, anti-Japanese movements erupted in 
places like Bangkok and Jakarta as protests against Japan’s eco- 
nomic advance which had resulted in a torrential rain of exports 
of certain products, And local people have not yet completely 
stopped accusing the Japanese people staying in their countries of 
bad behavior such as their exclusive way of life or vulgar manners 
on golf courses. 

What kind of impression did you have in this regard on your 
recent visit to the region? 


Fujio: I saw Japanese women energetically carrying out volun- 
tary activities in various fields under the direction of the Japan 
Society. Such activities seemed to be well received. It might be said 
the “heart to heart dialogue” advocated by former premier Fukuda 
was materialized in this form, and it was a great pleasure for me 
to see it on the spot. 

But I was not satisfied with everything as regard to Japanese 
residents. 

Let me take up here the problem of how Japanese schools in 
Southeast Asia should be managed. About 8,000 primary and 
junior high school pupils and students are studying in those schools, 
including the one in Singapore with more than 1,000 boys and girls. 
But the only children allowed to attend the schools are Japanese. 
We seem to be displaying our exclusive character overseas by such 
rules, don’t we? American schools in Tokyo, on the other hand, are 
open to children of all nationalities. The Japanese schools in South- 
east Asian countries should be freely opened to local children too. 
This is especially necessary in the current international age, I be- 
lieve. 


Q: Although there still remain some suspicion and ill feeling to- 
ward Japan at the bottom of the heart of Southeast Asian peoples, 
there seems to be today a growing tendency to try to learn from 
Japan as the cases of the “Let’s take lessons from Japan movement” 
of Singapore and the “Look East policy” of Malaysia show. To- 
gether with such movements, a lot of students are sent to Japan for 
study from the region every year. 

This is quite an opposite trend to the anti-Japanese sentiment 
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which spread through the region 10 years ago. And the study of 
Japanese is becoming extraordinarily popular in various parts of the 
region. What do you think of these developments? 


Fujio: I just imagine the “Let’s take lessons from Japan move- 
ment” or the “Look East policy” resulted from the recognition by 
the ASEAN countries that they, who are now in the course of de- 
velopment, can no longer follow Western values since Western 
civilization has already lost its vitality as symbolized by the “British 
disease.” In this sense, it is quite wrong to think that this recent 
tendency resulted from ASEAN’s mere wish to copy Japan. So it 
would be a big mistake if we should think that Southeast Asia is 
asking Japan for instruction with its head down. We should really 
grasp what is behind ASEAN’s outward attitude. 

Just one more thing. Cultural facilities to help Southeast Asian 
peoples to understand Japan’s genuine aspects such as the Japan 
Study Center at a university in Jakarta and the Japan Library at 
a university in Bangkok were lately opened. But these facilities are 
quite lacking in its contents such as books, while they are otherwise 
well constructed and equipped. In addition to economic coopera- 
tion projects, it is essential for Japan to pay more attention to such 
cultural facilities so that they turn out to be truly useful for local 
people. 

During my tour, in the capacity of the chairman of the Policy 
Affairs Research Council of the ruling party of Japan, I decided 
on the spot without delay to contribute books related to the study 
of Japan and atlases of each prefecture of Japan to both the Japan 
Study Center and the Japan Library. 

Bureaucrats tend to think of rules and process too much to carry 
out necessary things with good timing. There is also a jurisdictional 
dispute among ministries and agencies, If I tried to make officials 
from a wide range of ministries and agencies participate in my mis- 
sion, it was because I wanted to leave no room for such a narrow- 
minded rivalry. 

Japan’s cultural diplomacy toward Southeast Asia is much 
behind that of not only the U.S. and the Soviet Union but also 
that of Britain, West Germany and France both in budget scale 
and in contents. It must be carried out not to unilaterally impose 
our culture but to accomplish double-sided communications. Keep- 
ing this in mind, former premier Fukuda proposed a plan to set 
up an ASEAN University. And Malaysia has already offered the 
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site for its campus. I wholeheartedly hope this will be mater 
by all means. 


JAPAN AND UNSC PERMANENT MEMBERSHIP 


Q: It was reported that when you met with Indonesia’s Pr 
Suharto you informed him of Japan’s hope to become th 
permanent membership of the United Nations Security C 
(UNSC) in addition to its current five permanent membe; 
U.S., the Soviet Union, Britain, France and China), aski 
Asian countries’ support. What made you express such a wis! 
is it an official diplomatic policy of the government and the 
LDP? 


Fujio: Exactly speaking, it is rather one of the pillars of n 
Asian Policy than the diplomatic policy of the government 
ruling party. Let me explain a little its background. Now tl 
has about 150 members. Japan, as one of the countries shar 
per cent of the world economy, is shouldering the second 

UN alloted costs next to the U.S. in the free world. Howev 
fact is that Japan has not been receiving anything worth ; 
large contribution, although it is natural for Japan to coc 
with UN activities. So it is my view that we should more se 
promote the theme of “union of Asian countries” in the pers} 
of the coming Asia-Pacific age. 

This year falls on the 30th anniversary of the first Afro 
Conference held in Indonesia’s Bandung in 1955. Leaders of a: 
as 29 Asian and African countries which obtained politic 
dependence after World War II participated in the confe 
The attendants included such first-rate statesmen as Indian 
minister Jawaharlal Nehru, Chinese prime minister Zhou 
Indonesian president Sukarno and Ghanaian president K 
Nkrumah. They gathered in Bandung and stressed the ni 
solidarity of the “third power” in the post-war world str 
based on U.S.-Soviet dealings. 

In April of this year, the ceremonial meeting to commer 
the goth anniversary of the Afro-Asian Conference was h 
Bandung. The conference of 30 years ago was a purely pc 
meeting while this year’s had the character of enhancing eco 
solidarity among developing countries in the world-wide dep: 
to achieve their economic independence. The meeting of thi 
also made a great progress for a political stability of the 
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region as we see it from the fact that Chinese Foreign Minister Wu 
Xuegian participated despite China and Indonesia having severed 
their diplomatic ties. 

It is essential to unite such vitality and wishes of Asian countries, 
and make them influence the UN and world economy and politics. 
In this, Japan should fulfill its responsibility as a senior country 
in Asia and one of the industrialized countries of the world, In 
order to realize such a great design, it would be necessary and 
reasonable for Japan to get the UNSC permanent membership with 
the support of Asian countries, I believe. I think it is quite natural 
that such a cooperative relationship between Japan and Asian coun- 
tries be established. This has been my firm belief for a long time. 


JAPAN’S POLITICAL ATTITUDE 


Q: One of the most important things when we consider Southeast 
Asia is relations between ASEAN, which belongs to the Free World, 
and the three Indochinese countries, which are socialist. Unlike the 
situation of 10 years ago when the Indochinese war ended, a direct 
threat based on the “domino theory” that Vietnams expansionism 
would also affect the ASEAN region no longer exists. However, 
there is no change at all in the basic pattern of confrontation and 
distrust between the two regional blocs with the ASEAN countries 
criticizing Vietnam for its occupation of Kampuchea. In such a 
situation, ASEAN keenly wants to know in what direction Japan’s 
policy toward Vietnam will develop hereafter. Please, explain your 
view on this matter. 


Fujio: As you know, the Japanese Government has been freezing 
its economic aid to Vietnam in protest against its armed invasion of 
Kampuchea, overthrowing of the Pol Pot regime and establishment 
of the Hen Samrin administration. 

ASEAN ’s position toward Kampuchea is that it wants to see 
Vietnamese troops withdraw from Kampuchea and an interna- 
tional conference of countries and groups concerned to be held to 
reach a fair solution. The successive Japanese cabinets have been 
supporting this policy. In debates in the UN General Assembly of 
these past few years over the representation of Kampuchea, Japan 
has supported, together with the ASEAN and Western countries, 
the representation by the Pol Pot group, and since last year, that 
by the tripartite anti-Vietnam coalition government under Prince 
Sihanouk serving as president. Japan will never betray ASEAN 
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or try to seek a separate solution. As far as the Kampuchea prob- 
lem is concerned, Japan’s position is perfectly in accordance with 
ASEAN’s and is immutable. 

As a result, relations between Japan and Vietnam are now very 
cool, but this is unavoidable. Some people say that Japan should 
be lifting its economic sanction against Vietnam, but that is difficult 
as long as such an unusual situation as the violation of the sover- 
eignty of a country by armed invasion continues. Vietnam is de- 
scribed as the Cuba of Asia. It has allowed the Soviet Union to 
use Cam Ranh Bay as a military base. As this fact shows, Vietnam 
is threatening and giving concern and anxiety to the rest of the 
region. Thailand, which shares a border with Vietnam, is directly 
exposed to this threat. This state of affairs must be changed first. 
But as a matter of fact, disappearance of Soviet military presence 
in Vietnam is inconceivable in view of the balance of power be- 
tween the U.S. and the Soviet Union in the Asia-Pacific region or 
the growing Soviet interest in this region. Actually, it is well known 
Vietnam is the Soviet Union’s only bridgehead in Southeast Asia. 


Q: Threatening elements in Southeast Asia for the time being are 
Vietnam and the Soviet Union. But from a long-range viewpoint, 
it seems that Southeast Asian countries are more concerned about 
how China’s influence to the region will develop. The ASEAN 
countries appear to be wondering, therefore, whether Japan’s large- 
scale assistance which is being extended to China’s economy based 
on trust in Deng Xiaopings “open-door” policy would not be dis- 
advantageous to them, ASEAN’s general vigilance against China 
is seen from the fact that the two member countries of ASEAN, 
Singapore and Indonesia, have not yet established diplomatic rela- 
tions with China. How do you view the future relations between 
China and Southeast Asia? 


Fujio: Chinese-related problems are quite delicate. First of all, 
the Great Cultural Revolution under the Mao Zedong age was 
totally denied and the open-door policy to develop economy 
through cooperation with Western countries was adopted, and the 
so-called “four-point modernization policy” has been promoted un- 
der the Deng Xiaoping structure. But we are not yet 100 per cent 
sure if this policy will be preserved by the new leader succeeding 
Deng. 

Se uae how will Beijing respond hereafter to Moscow’s ap- 
proach to improve relations between Moscow and Beijing which 
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began to be seen at the last stage of the Brezhnev administration? To 
what extent will their reconciliation movement progress? 

Thirdly, there is the question of whether or not Sino-Vietnam 
antagonism, closely connected with the turn of the Sino-Soviet rela- 
tionship, will be eased. And if it is eased, to what extent? I think 
China’s policy toward Southeast Asia depends on how such uncer- 
tain factors will develop. 

However, China has been recently tending to improve its rela- 
tions with the ASEAN countries. For instance, we saw China send 
its Foreign Minister Wu to the ceremony at Bandung for the goth 
anniversary of the Afro-Asian Conference. China and the ASEAN 
countries share similar interests in the strategy of “encircling” Viet- 
nam’s expansionism. 

But Japan, as a huge economic power, should be cautious enough 
not to give the ASEAN countries the apprehension Japan may 
sweep over all Southeast Asian markets by combining with China. 
Japan, China and the ASEAN countries must constitute a co-pros- 
perous and complementary relationship. 


Q: Lastly, I would like to ask you about the political situation in 
ASEAN, Indonesia’s Suharto administration, Singapore’s Lee Kuan 
Yew administration, Malaysia’s Mahathir Mohamed administra- 
tion and Thailand’s Prem Tinsulanonda administration seem to be 
all stable and receiving the trust of their respective peoples. But the 
Philippines’ Ferdinand Marcos administration seems to have been 
under severe criticism especially since the Benigno ‘Aquino assasst- 
nation. And failure in economic policy has been contributing to the 
Marcos administration’s unpopularity. Besides, President Marcos 
has been suffering from a health problem too. What is your opinion 
on the situation in the Philippines? 


Fujio: President Marcos was in good form when my mission held 
a meeting with him. We never noticed any signs to confirm the 
rumors concerning his health. It is true that some people criticize 
his “dictatorship,” saying the Philippines would be much better off 
if he should step down. Frankly, however, I think it is quite difficult 
to find a capable man like President Marcos as a political leader 
in the Philippines. I, therefore, believe there would be serious con- 
fusion in the political situation there if he were to step down now. 

The economic situation in that country is certainly bad. But if 
the current administration should collapse, it would be much worse. 
And if the stability of the Philippines should be shaken, the result 
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might be the breakdown of the regional cooperative structure of 
ASEAN. 

When we take such a macroscopic view, Japan and other Western 
countries will be more reasonable and realistic in trying to stabilize 
the region through bolstering the Marcos administration, even 
though it may be necessary to give it some advice. 


(Interviewed by Reijiro Toba) 


JAPAN’S DEFENSE POLICY AND 
LIMITED BUDGET 


By Keiichi Ito 
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LLIED military might 40 years ago crushed Japanese mili- 

A tarism. With more than two million killed and our major 

cities reduced mercilessly to ashes, the Japanese people 

fully understood the horrors and calamity of war, and this experi- 
ence still strongly influences Japanese sentiment. 

As a result of the defeat, the Japanese people made up their 
minds never to resort to war again. This determination coincided 
with the objective of the Allies’ policy of turning Japan into a 
genuine democracy. In its directive No. 1, the Headquarters of 
Allied Occupation Forces ordered Japan to completely dismantle 
its army, navy and air force, This seemed to mean the Allies would 
never allow the resurrection of a militaristic Japan. However, the 
international situation after World War II did not develop as com- 
monly anticipated. The East-West antagonism between the two 
camps led respectively by the U.S. and the Soviet Union became 
more and more intense as time went on, and the U.S. occupational 
policy toward Japan changed. 

The Truman Doctrine announced in 1947 indicated U.S. desire 
to establish Japan as a member of the Western camp. In connec- 
tion with talks for the conclusion of the Peace Treaty with Japan, 
the U.S. asked Japan to rearm as part of its containment policy 
toward the Soviet Union, but the then prime minister Shigeru 
Yoshida did not comply. He, instead, chose to give top priority to 
the reconstruction of the Japanese economy. To cope with any 
minor military threat, he did agree that Japan possess a minimum 
self-defense capability, but he resolved to fully rely on the tremen- 
dous U.S. military strength to defend Japan from any powerful 
foreign invader by concluding the Japan-U.S, Security Treaty. 

Japan’s defense policy of possessing a minimum self-defense 
capability while rejecting rearmament was a concept hard to under- 
stand. That was why it took a long time before the policy was 
firmly established even within Japan. As a matter of fact, the debate 
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on defense policy was a long one and a most serious domestic politi- 
cal issue in Japan. 

The Japanese people’s abhorence of war made them believe that 
the best way of avoiding being involved in war is to remain dis- 
armed, The Constitution promulgated in 1946 defined this in its pre- 
amble: “We, the Japanese people, desire peace forever and are deep- 
ly conscious of high ideals controlling human relationships, and we 
have determined to preserve our security and existence by trusting 
in justice and faith of the peace-loving peoples all over the world.” 
That expressed Japan’s wish for the creation of a world without 
armed conflicts. As is well known, Japan also renounced war as a 
means of settling international disputes through Article Nine of its 
Constitution. But as the East-West antagonism intensified, the 
Korean War broke out in 1950 with Japan still under occupation, 
heightening suddenly the military tension in the Far East. And this 
international development led to the awareness in Japan that an 
unarmed security policy was not realistic, The Japanese govern- 
ment thus decided to start setting up a minimum defense capability 
in 1952 as soon as its independence was recovered. But it still took 
a few years. before the actual establishment of Japan’s defense forces 
began since some procedures such as the enactment of necessary 
laws and the appropriation of funds were needed. 

At that time, the Japanese people rather strongly opposed the 
creation of the Self-Defense Forces (SDF), although they realized 
the necessity of a certain defense capability in view of the war in 
Korea and showed some understanding of the policy of safeguard- 
ing the nation’s security by relying on U.S. military strength through 
the Japan-U.S. Security Treaty, They feared that the creation of 
the SDF might lead to the resurrection of militarism. 

Japan’s postwar economic reconstruction was carried out sup- 
ported by a tremendous amount of aid from the U.S. special pro- 
curement of war materials by the U.S, forces fighting in Korea also 
contributed considerably. As regard to its security, Japan felt no 
military threat under the umbrella of the world’s greatest U.S. mili- 
tary power. The Japanese people were thus able to concentrate on 
raising their living standards taking almost no account of the 
responsibility to defend their own country, It might be said that 
Japan was in an extremely advantageous situation as compared 
with other defeated countries. And it was in such a context that a 
heated controversy over the constitutionality of possessing self- 
defense capability was triggered. 
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Article Nine of the Constitution makes clear the nation’s will to 
renounce war forever, pledging that Japan will not possess armed 
forces as a means to settle international disputes. The Article goes 
on to say: “And in order to accomplish the aim of the preceding 
paragraph ground, maritime and air forces, as well as other war 
potential, will never be maintained.” The argument thus arose that 
the Constitution strictly prohibits the nation from possessing any 
military forces even if they were aimed at self-defense only. 

On the other hand, it is true that there exists no argument deny- 
ing the concept in the U.N. Charter according to which the right 
to self-defense against an armed attack by a foreign country is an 
inherent sovereign right. Even though Japan did not intend to use 
armed forces as a means to settle international disputes, it would 
be necessary for it to possess a minimum military capability to de- 
fend itself, as long as every other country possessed armed forces. 
And the Japanese government made up its mind to create the SDF 
because of the severe international situation. 

However, the people were as stated earlier, extremely concerned 
about the possibility of the SDF acting arbitrarily like the old Im- 
perial military and restoring militarism. The government, therefore, 
tried to place top priority on imposing thorough civilian-control 
over the SDF. This civilian-control has firmly taken root through 
systems set up by legislation as well as in the actual management 
of the SDF. 


AGGRESSIVE WEAPONS’ BAN 


The primary assurance that Japan will not become a major mili- 
tary power is that it never maintains self-defense capability be- 
yond the limits admitted in the Constitution. Basically, military 
capability of a country should be aimed at self-defense. But Japan’s 
self-defense capability is held down by its Constitution with far 
more strict restraints than other countries in terms of both function 
and management. Military action by the SDF on foreign territories 
is not allowed under any conditions. Considering that most of 
Japan’s military forces used to be deployed overseas before or in the 
course of the Pacific War, this restraint plays an important role in 
giving no threat to other countries. Moreover, the Constitution bans 
the possession of aggressive weapons such as ICBMs and long-range 
bombers. This is clearly reflected in the formation and function of 
the SDF. 

The Air Self-Defense Force (ASDF) does not have any other 
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striking power than interceptor fighters and anti-air raid missiles 
meant for only defensive purposes. The Maritime Self-Defense 
Force (MSDF) has been endeavoring to enhance its anti-submarine 
capability but aimed only at defending Japan’s peripheral waters. 
The Ground Self-Defense Force (GSDF) has been putting em- 
phasis on its assignment to ward off invasion of Japan by foreign 
ground forces, 

The problem of defending 1,000-mile sea lanes by the MSDF 
has recently been much discussed because of its implications. But 
the fact is that the MSDF does not possess capability to operate in 
waters more than 1,000 miles off Japan’s shores since its escort ships 
can navigate in only waters near the country because it has very 
few subsidiary ships, such as supply and repair ships compared to 
other countries’ navies. The organization of the GSDF also pro- 
hibits its troops from operating overseas because of its limited 
logistics. Since military forces lacking sufficient logistics cannot pro- 
ject their power it is quite evident that the GSDF is not able to take 
military actions overseas. Moreover, Japan is defective in one im- 
portant respect to become a major military power since its Con- 
stitution prohibits conscription. It is true that there are voices within 
the nation asking for removal of such restraints by revising the 
Constitution to bolster the SDF, but the majority of the people are 
against it. 

Besides the constitutional restraints, the SDF are under political 
restraints too. In regaining its sovereignty after the war, Japan 
chose the Japan-U.S. Security system as the foundation of its de- 
fense policy. This meant that the nation expressed indirectly its 
intention not to maintain a 100 per cent independent defense capa- 
bility. 

Nuclear weapons, which had prompted Japan’s surrender in 
World War II, keep on making extraordinary progress, Japan, how- 
ever, based on its three non-nuclear principles, has refrained from 
possessing, manufacturing and introducing such weapons into the 
country. This shows that Japan relies entirely on the U.S. in the 
area of nuclear weapons. The ban on arms exports constitutes an- 
other restraint on the SDF. Since arms production requires an im- 
mense amount of funds, every country is making a great effort to 
export arms in order to reduce part of the burden of weapons pro- 
curement costs. But the Japanese government continues to ban 
arms exports, which raises armament costs. On the other hand, as 
the people’s attitude toward defense spending is far stricter than 
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other countries, Japan cannot appropriate funds for defense spend- 
ing amounting to three to five per cent of its gross national product 
(GNP). The rise in arms prices has become, therefore, a barrier 
to defense buildup. 

Some friendly countries in the Far East expect Japan to extend 
them military assistance, but Tokyo has been turning down their 
requests owing to the ban on arms exports, which is the explicit 
expression of the nation’s intention not to become a major military 
power. l 

Despite such constitutional and political restraints, Japan has 
stepped up its defense buildup efforts to respond to the international 
situation marked by the continuous East-West antągonism. Japan 
has achieved a remarkably high-paced economic growth since the 
end of the 1960s, and it has grown into a major economic power 
producing 10 per cent of the world’s GNP. Quite a few Western 
countries, therefore, have been calling on Japan to assume more 
responsibility for its security. In fact, Japan’s defense efforts have 
become a serious issue much talked about in the international com- 
munity. However, Japanese public opinion is not very enthusiastic 
about increasing defense spending. The national sentiments of 
neighboring countries deeply concerned about Japan’s future de- 
fense capability cannot be ignored either. In view of these factors, 
Japan’s defense policy should be carefully conducted keeping in 
mind at all times its starting point. 

The starting point of the nation’s defense policy can be found by 
tracing the vicissitudes of the Allies’ occupational policy. As men- 
tioned earlier, their policy consisted first in dismantling the Japa- 
nese Imperial army and navy to prevent Japan from becoming a 
militaristic country again, and next asking it to rearm when it re- 
covered its independence as East-West antagonism worsend, Under 
such an inconsistent political course by the Allies, Japan had a very 
hard time in defining its future position. 

Disarmament could serve as an assurance that Japan would 
never resort to war again, but it would leave the country powerless 
before a foreign military invasion. Although Japan depends on the 
Japan-U.S. Security Treaty to ward off a serious military threat to 
the country, it cannot rely, as a sovereign state, on U.S. military 
strength for any exercise in self-defense rights to counter invasions. 
As a matter of fact, there exists no country in the world that does 
not assume some military responsibility for safeguarding its own 
security. In addition, it goes against common sense in the interna- 
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tional community that Japan, which has become a major economic 
power, avoid assuming any role in joint defense and only benefit 
from peace maintained through other countries’ efforts. After the 
war, Japan long depended on the U.S. in the areas of both economy 
and security. Even after regaining its status of a major power, it 
could not get rid of its feeling of dependence on the U.S. It seems, 
however, that the country has recently come to grasp the necessity 
of doing more for its own defense as an independent nation. Public 
opinion polls show that over 60 per cent of the people now approve 
of the Japan-U.S. Security Treaty and 80 per cent accept the 
presence of the SDF. 


DEFENSE SPENDING DEBATE 


Since the Nakasone administration came into office, the nation’s 
debate on defense has centered on the problem of the size of the 
defense budget. There has been, indeed, a sharp debate between 
the government and ruling party on one hand, indicating the possi- 
bility of the defense budget surpassing a ceiling on defense spending 
of one per cent of the GNP, and the opposition camp on the other 
hand, asking to strictly hold defense spending below the ceiling. 

The ratio of the defense budget to GNP does not mean much in 
itself in military terms. Nevertheless, it is habitually used as a figure 
to indicate a country’s defense load rate. Needless to say that na- 
tions in military confrontation with others must spend more money 
on defense and thus their defense budget ratio to GNP becomes 
higher. 

Japan has no military tension with any neighboring country. 
Moreover, owing to the long period of high economic growth, even 
though its defense budget ratio to GNP has remained much lower 
than that of other countries, there has been an increase in the total 
defense expenditure. Since Japan recovered independence, its de- 
fense spending has been around one per cent of its GNP. Since 
1967, the ceiling on defense spending of one per cent of GNP has 
never been surpassed. It seems that the Japanese people enjoying 
peace and prosperity have not found their defense spending of about 
one per cent of the GNP too heavy a burden and accepted it as an 
appropriate level. In fact, they have never taken up so far defense 
spending as a political issue. 

Nonetheless, strong opinions have been recently voiced against the 
government’s defense spending policy as signs grow that the defense 
budget will surpass the one per cent ceiling. According to these 
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views, the government has decided to turn the nation into a major 
military power, and this would affect the national economy. But 
the fact is that the defense budget has not always remained below 
the one per cent ceiling. In 1954, for instance, when the SDF was 
created it amounted to 1.78 per cent of the GNP. The nation’s 
GNP of that time was, of course, much lower than today’s but the 
people did not feel it was too heavy a burden even though the 
effect on national economy must have been much stronger than it 
would be today. After that, however, the amount of defense spend- 
ing was kept within one per cent of the GNP. This was not because 
the nation neglected defense buildup efforts but because the GNP 
grew at a high pace. 

The ratio of defense spending to the national budget has also 
shown a downward curve. In 1982, it amounted to 5.13 per cent of 
the budget as compared with the more than ro per cent levels pre- 
viously. It is true that the ratio has risen since then although slowly. 
But still it has not reached six per cent. These figures show that 
Japan’s defense burden is much less heavy than those of other major 
powers, All told, it might be said that Japan has carried on a de- 
fense policy of low level spending hardly comparable with other 
countries’ since World War II. 

When the government adopted the National Defense Program 
Outline in 1976, it resolved that defense spending be kept within 
“one per cent of the GNP” as a guideline for this long-range pro- 
gram. Although some members of the government considered such 
a guideline unrealistic at that time, this “within one per cent of 
the GNP” rule was set as a kind of target for the time being in view 
of the need to indicate and explain to the people the size of defense 
spending. 

Previous defense buildup programs had clearly set their time 
limit of five years, and the quantity of weapons to be procured and 
the amount of funds needed were estimated. The year 1976 fell on 
the last year of the 4th Defense Buildup Program, so it was neces- 
sary to draw up the next long-range program that year. But at that 
time the nation was confronted with economic confusion following 
the first oil crisis, This made it difficult for the government to fore- 
cast the economic situation in the following five years and estimate 
defense expenditures needed for that period. Meanwhile, prices 
skyrocketed causing defense spending to increase from year to year. 
Under such circumstances, defense policy had to be reexamined. 
Seemingly swelling defense spending made the people anxious about 
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Japan turning into a major military power. Thus, the government 
tried to show the size of defense capability to be considered appro- 
priate in terms of the international and domestic situation at that 
time in order to eliminate the people’s concern. 

The “Outline” was drawn up against such a background. The 
difference between it and the previous long-term plans was that it 
had no time limit of five years. It did not specify that the program 
would be accomplished in five years, It only set the adequate level 
of defense capability Japan should maintain in peacetime. Also, the 
total expenses for the program were not indicated since they were 
to be determined on a yearly basis. 

But as the national concern about increasing defense spending 
was becoming stronger and stronger, the government studied ways 
and means to concretely indicate what the defense burden would 
be like. That was why the issue of “within one per cent of the 
GNP” arose. 

The people generally accepted a defense burden around one per 
cent of the GNP, As mentioned, defense spending of each year has 
been kept below one per cent of GNP since 1967 and that of 1976 
was just 0.8 per cent. 

After the oil crises the nation’s GNP growth rate fell while the 
government’s forecast incorrectly projected a 13.3 per cent growth 
rate each year. Slowdown in the GNP growth rate naturally 
brought about financial difficulties, and defense spending was ex- 
pected to be lower. Under such circumstances, it was understood 
that defense spending would be held below one per cent for some 
time. 

While examining the issue of the ratio of defense spending to 
GNP, a number of premises were seriously discussed. Actually, there 
were uncertain factors such as the problem of whether or not the 
government-predicted growth rate would be accomplished. Mean- 
while, it was certain that the procurement cost of weapons and 
personnel expenses would rise to some extent. Thus, it was not easy 
even for government officials concerned to assert with conviction 
that the “Outline” could be carried out with defense spending of 
below one per cent of the GNP to the end. But they judged that 
the one per cent ceiling could be maintained at least until 1980 
when the government’s Economic Plan was accomplished. They 
thus stated that the “Outline” would be carried out with defense 
spending within the one per cent ceiling “for the time being,” which 
actually meant “for a few years.” However, the planners added in 
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case the ceiling was surpassed: “We consider this ceiling a kind of 
target.” 

Unfortunately, the GNP did not grow as the government ex- 
pected. If the 13.3 per cent growth rate of the GNP predicted 
by the government had been accomplished, the country’s GNP in 
1985 would have reached some $2,080 billion. And defense spend- 
ing would have still been way below the one per cent ceiling so that 
it could not have become such a serious domestic political issue. 

In order to accomplish goals set in the “Outline,” the government 
started to carry out in 1977 its program to deploy 155 F15 inter- 
ceptor-fighters and 75 P3C antisubmarine patrol planes. Since both 
planes cost about $40 million each, the defense buildup cost was 
to increase remarkably. And it was in 1983 that defense spending 
became a hot political issue in Japan. Actually, defense spending 
reached 0.98 per cent of the GNP that year, and the possibility for 
it to surpass one per cent of the GNP was considered fairly great 
according to how high personnel expenses for public servants in- 
cluding those of the SDF would rise, But due to the nation’s finan- 
cial difficulties, their wage hike was held down to two per cent, 
thereby narrowly enabling defense spending to stay within one per 
cent of the GNP. 

The problem became much more acute when the fiscal 1984 bud- 
get was compiled. In fact, defense spending rose then to 0.99 per 
cent of the prospective GNP. However, the wage increase rate re- 
commended by the National Personnel Authority regarding per- 
sonnel expenses for public servants was also held down at the low 
level of 3.4 per cent. So, although defense spending surpassed one 
per cent of the GNP by $16 million, the government managed to 
keep it within one per cent of the GNP by omitting less urgent 
expenditures. 

The problem of how to handle defense spending constituted the 
hottest issue in the compilation of the fiscal 1985 budget. There 
were certain government officials who feared that the government 

-might have to change its policy of keeping defense spending within 
one per cent of the GNP, but with the growth rate of the GNP 
going up due to the business upturn, the government managed to 
keep it below the one per cent ceiling in its fiscal 1985 budget too. 

But it is now an undeniable fact that defense spending is drawing 
near one per cent of the GNP since the ratio has already reached 
0.997 per cent, and there are just $35.6 million more which can be 
spent before it strikes the ceiling. If the SDF personnel expenses 
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are raised by one per cent, another $52 million will be needed. 
However, the wage hike rate of private sector workers was over 
five per cent in 1985. The government cannot neglect this in de- 
ciding SDF wages. As a result, the possibility appears to be rather 
high that the government will modify its policy on defense spending. 


TURNING POINT IN POLICY 


In the Diet session resumed in January 1985, the problem of 
defense spending constituted a focal point of debate as anticipated. 
In the previous session, Prime Minister Yasuhiro Nakasone had 
pledged to maintain the government’s policy of keeping defense 
spending within the one per cent ceiling. But in the resumed session, 
the premier kept on hinting at a change in the policy despite his 
statement of “exerting efforts to abide by the one per cent ceiling.” 
Nakasone explained this as follows: 

(1) In compiling the fiscal 1985 budget, the government main- 
tained the policy of keeping defense spending below the one per 
cent ceiling. 

(2) The government will continue its efforts to maintain the 
policy. 

(3) However, in terms of our national defense, we must achieve 
at an early date the targets set in the “Outline.” 

(4) As to a forecast for the future, it is difficult to give a clear- 
cut answer under existing circumstances since there are some un- 
certain factors such as the wage hike of government employees and 
the economic growth rate. 

(5) If defense spending should surpass the one per cent ceiling, 
the government would reconsider the problem of defense spending 
including the procedure to modify it. 

Such remarks by Nakasone could be taken as indicating that the 
government is anticipating defense spending to surpass the one per 
cent ceiling sometime in 1985. 

Foreign countries will probably find it difficult to understand 
why the surpassing of the one per cent ceiling constitutes so serious 
a problem in Japan. Theoretically, defense buildup should be con- 
ceived first of all by taking into account function and size needed to 
cope with a military threat, and then determined according to 
financial conditions. Defense spending is normally calculated like 
this, and its total amount is represented under the form of ratio to 
GNP. Starting to discuss the problem of defense spending from 
the viewpoint of ratio to GNP is to put the cart before the horse. 
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Besides, the government’s defense policy of the one per cent ceiling 
was worked out based on not a well-founded calculation but figures 
given as mere targets stemming from circumstances of that mo- 
ment. And, the government believed itself that the policy might 
have to be modified before long. 

But in Japan, it is not only difficult to modify’ any policy that 
has once been decided upon, but a policy tends to “walk by itself” 
as time goes by. In the case of defense spending, it also came to 
have an important political meaning as the government reiterated 
its determination to keep the one per cent ceiling. Mass media, 
which report the deliberations of the Diet, also exerted influence on 
public opinion by asserting the policy is an assurance of Japan not 
becoming a major military power, Although defense policy must 
flexibly adjust to changes in the international military and eco- 
nomic situation, there exists in Japan a tendency to believe that a 
policy once determined should be maintained forever, which is one 
of the causes making the nation’s policies rigid, 

There are only two ways of keeping defense spending below the 
one per cent ceiling. One is to cut down on the scale of defense 
capability. If the GSDF curtails its personnel expenses by reducing 
its current 180,000 men, its expenditure can be reduced even if it 
improved the equipment to some extent. Spending also can be large- 
ly curtailed in both the MSDF and the ASDF if they reduce the 
number of their ships and aircraft. But if this is done, the nation 
will be sharply criticized by its allies. 

Even at present, there are not a few Western nations that accuse 
Japan of failing to assume its share of safeguarding the common 
security of the Free World. If Japan, which has become so big an 
economic power as to cause trade frictions with foreign countries, 
gives the impression of neglecting its duty in the international com- 
munity, there will arise the danger of Japan becoming isolated from 
the world. 

The other way to cut spending is to put off the replacement of 
weapons and instead prolong the time of use of weapons even after 
they became obsolete. Needless to say the time of use of weapons 
should be based on: (1) the necessity to improve efficiency of 
weapons in parallel with progress in military technology, and (2) 
maintaining the safety and effectiveness of weapons. The time of 
use of weapons could be prolonged if such considerations were 
neglected. But in such a case, Japan would possess lower defense 
capability since the credibility and efficiency of weapons would be 
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sacrificed, At any rate, it will not result in a profit either internally 
or internationally to alter Japan’s defense stance because of exces- 
sive adherence to the one per cent ceiling. 

Considering various conditions, it seems that the government’s 
policy of keeping defense spending below the one per cent ceiling 
is reaching a turning point. Basically, defense spending is what is 
needed to carry out defense policy aimed at safeguarding the security 
of a nation from a foreign military threat, and must be determined 
in accordance with the changing menace. On the other hand, de- 
fense policy unsupported by the people would throw a country into 
a confusion and highten its danger. That is why defense policy can- 
not be determined solely by military reasoning. 

The public sentiment in Japan toward defense policy is quite 
complicated as compared with that in other countries. In this coun- 
try, the ratio of defense spending to GNP, which does not have so 
important a meaning in military terms, has come to possess a deep 
significance both politically and socially. And this has made it ex- 
tremely difficult for defense spending to greatly surpass the one per 
cent ceiling, 

Although it is not necessary to stubbornly stick to the one per 
cent ceiling, the national sentiment must be respected. Moreover, 
the views of Asian countries on Japan’s defense capability have 
to be taken into account too. Those generations that cannot for- 
get bitter experiences when Japan invaded and occupied their 
countries still distrust Japan. Even though some countries expressed 
understanding of Japan’s defense policy at a governmental level, 
Japan should not forget the anti-Japanese sentiment remaining in 
those countries. 

It is, of course, not expedient to become isolated in the Free 
World by blindly adhering to the one per cent ceiling. Still it seems 
wiser, both internally and internationally, for Japan to make as 
. much effort as possible to hold defense spending within one per cent 
of the GNP to assure the world that Japan has no intention to be- 
come a major military power again. 


JAPAN AND ITS REGION 
By Masahide Shibusawa 


[This article is an adaptation from the introductory as well as concluding 
chapters of the author’s book ‘Japan and the Asian Pacific Region’, Croom 
Helm for Royal Institute of International Affairs, London, 1984.] 





the political and economic changes that have occurred in 

the Asian Pacific region since World War II and to con- 
sider their implications; the other is to examine, against this back- 
drop of change and development, the path trodden by Japan, its 
position and the problems it has faced, as well as to speculate on 
its future. Despite its far-flung activities, Japan seems to have par- 
ticular difficulty in finding its place in the world. 

These two themes are not always complementary. Even though 
geographically Japan is part of the region, its post-war development 
has been quite unlike that of the region as a whole. In this respect, 
it stands in marked contrast to West Germany, which was con- 
ceived from its very foundation as an integral part of the West 
European system. i 

Japan belongs to no such integrated system. Nor is there any 
cultural, economic or political homogeneity in the region. The 
Asian Pacific countries are very diverse in their culture and history; 
the process of their post-war development, both economic and 
political, has been unstructured and erratic, Even the communist 
countries have shown little solidarity, and, what'is more, their rela- 
tionship with the Soviet Union has been marked by violent fluctua- 
tions. Likewise, the non-communist countries have held a variety 
of political stances, ranging from anti-communist to neutral, so that 
there was little to encourage them to form a united front. 

The term ‘Asian Pacific region’ refers to the countries which 
border the western rim of the Pacific Ocean, namely Japan, North 
and South Korea, China, Taiwan and Hong Kong, through to the 
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Indochinese states and the countries of ASEAN (Association of 
South-East Asian Nations), namely Indonesia, Malaysia, the 
Philippines, Singapore and Thailand. From Japan in the north to 
the southern border of China is referred to as Northeast Asia, and 
the countries south of Hong Kong are classified as Southeast Asia. 


NORTHEAST ASIA: A THEATER OF MAJOR POWER RIVALRY 


Northeast Asia has a vital importance for the world as the center 
of the triangular relationship that exists among the three major 
powers, the United States, the USSR and China, each of which 
has extensive interests and commitments in the region. Any change 
which occurs in the relationship among these three powers is bound 
to have a far-reaching impact on the global equation of power. The 
presence of Japan, with its vast, and yet somewhat vulnerable, 
economic reserves, adds to the complexities of the region. 

Ever since the heyday of Western imperialism, Northeast Asia 
has aroused keen competition among the major powers of the world. 
The inertia which prevailed in the internal politics of China and 
Korea in those days delayed their response to the new era of 
modernization and industrialization with all its dangers and possi- 
bilities, and thus critically aggravated the instability of the region. 
In a desperate effort to expand their respective spheres of influence, 
Japan and Imperial Russia fought a major war at the turn of the 
century. As a result of its victory in that war, Japan asserted its 
dominant position in the Korean peninsula and northeastern part 
of China, at least temporarily, but it failed miserably in reducing 
the region’s basic instability. The United States, which joined the 
ranks of the imperialist powers after its acquisition of the Philip- 
pines, opted to involve itself in the region with a curiously moralistic 
policy of upholding the ‘territorial integrity’ of China against the 
aggressive designs of other imperialists, notably Japan. After a long 
and painful succession of events, the region was engulfed by a series 
of wars which were to last for many years, ravaging the length and 
breadth of the region, both Northeast and Southeast Asia. 

After World War II, with Japan laid low, the United States 
assumed that the stability of the region could now be maintained 
by means of an understanding with the Soviet Union that it would 
limit its activities in the Korean peninsula to the area north of the 
38th parallel. The United States also counted on China to emerge, 
under the Kuomintang leadership, as a pillar of ‘democracy’ in the 
region. Such wishful thinking, however, was rudely shattered by the 
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victory of the communists in China and the subsequent war in 
Korea, which had the effect of spreading the cold war throughout 
the world. Alarmed by the prospect of a communist takeover of the 
entire Asian continent, the United States, under the banner of ‘con- 
tainment of China’, launched a crusade which was to have a de- 
cisive influence on the life of the region for many years to come. 


SOUTHEAST ASIA: A SOFT STRUCTURE 


Southeast Asia, in contrast with tension-ridden Northeast Asia, 
is characterized by its ‘soft’ structure. The ethnic and cultural pat- 
terns of the region are marked by their extreme diversity. A popula- 
tion of over 300 million, representing a myriad ethnic backgrounds 
and historical experiences, embraces all the major religions of the 
world. National institutions are equally diverse in form and sub- 
stance, ranging from monarchy to military autocracy to commu- 
nism. Even the notion of a ‘nation’, or the concept of a central gov- 
ernment, was until recently confined to the elite in capital cities, 
while the peasants and villagers had little knowledge of, let alone 
direct dealings with, government institutions. This environment, 
coupled with easier access from Europe, facilitated the process of 
colonization, so that, with the exception of Thailand, the entire 
region was under colonial domination until the end of World 
War II. 

As a result, the post-war history of Southeast Asia evolved either 
around the struggle for independence or its aftermath, bringing into 
its midst the communist movements, which fed largely on the fer- 
vor of nationalism, or around the aspirations of the masses to 
change the status quo. In North Vietnam, the communists suc- 
ceeded in establishing their own government, whereas in many 
other countries they ended up competing for power with the newly 
born nationalist governments, which consisted, for the most part, 
of the traditional elite, who had a tendency to preserve their own 
status and privileges. In these cases, the communists posed a con- 
siderable threat to the governments concerned by organizing armed 
insurgencies or supporting dissident groups, with the covert or overt 
assistance of communist powers both inside and outside the region. 
This was interpreted by the United States and its allies as part of a 
grand communist design to dominate the whole world. Initially, the 
former colonial powers took up the fight against the communist 
threat, partly to preserve their own interests, but, following the 
defeat of the French in Vietnam, the United States was inexorably 
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drawn into the region, Thus the whole of Southeast Asia becamie 
embroiled in the cold-war confrontation. 


IMPACT OF COLD WAR UPON SMALL NATIONS 


‘When elephants fight, the grass is crushed.’ These words, pur- 
portedly coined by Lee Kuan Yew, the Singapore Prime Minister, 
describe the hazards which descend upon neighboring small coun- 
tries when superpowers clash. The worst type of hazard is to become 
a proxy. Being at the center of a superpower conflict, South Viet- 
nam had to undergo ‘every conceivable suffering, only to disappear 
from the face of the earth. To take sides with the United States was 
also a precarious enterprise, since it tended to aggravate internal 
ideological polarization. Japan experienced violent internal convul- 
sions for precisely this reason during the 1950s. South Korea and 
Taiwan, which, because of their geopolitical circumstances, had 
no alternative but to depend on US protection, found themselves 
having to suppress internal opposition by force, Thailand managed 
better, but was compelled to walk a political tightrope in order to 
maintain as much freedom of action as it could, while at the same 
time cooperating in the US war effort. 

One characteristic of superpower behavior is a penchant for 
unilateral action. Superpowers differ from regional or small powers 
in that they formulate their policy on the basis of a perceived threat 
arising from the actions of other superpowers. The prospective im- 
pact of their policies on the countries of the region is only a second- 
ary consideration, because, it goes without saying, global respon- 
sibilities and dangers have priority over regional concerns. For 
instance, the way the United States decided on the ‘containment 
of China’ policy was as unilateral as when it later switched to a 
policy of rapprochement with China. It was a brilliant move on the 
part of the United States in that it helped to extricate it from the 
costly war in Vietnam and to break the impasse in global politics. 
However, the impact on the countries in the region, because the 
decision was so unexpected, was just as great as its action in Viet- 
nam had been. 

. The continuation of Lee Kuan Yew’s metaphor, ‘When ele- 
phants make love, the grass is also crushed’, aptly describes the 
aftermath in the region of the Sino-US rapprochement. For exam- 
ple, Taiwan’s status suffered badly in the international community 
and has hardly recovered since. The shock to the two Koreas mani- 
fested itself in the internal confusion of both countries during the 
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1970s. Even North Vietnam was not exempt. The special prestige 
that it used to enjoy as champion of the struggle against the forces 
of imperialism was taken away by the single stroke of Nixon’s over- 
ture to China. Although the subsequent American withdrawal 
enabled North Vietnam to achieve its long-standing national goal, 
namely unification with South Vietnam, the country was virtually 
relegated to the position of a provincial actor suffering from a 
provincial conflict with its communist neighbors. 


ASEAN: NEW TYPE OF NON-ALIGNMENT POLITICS 


. ASEAN was formed with a view to minimizing the risk of super- 
power confrontation by institutionalizing the indigenous framework 
of cooperation among the non-communist nations of Southeast Asia. 
Fortunately for ASEAN, in the environment of the mid-1970s, the 
superpowers preferred the neutrality of the region to the alternative 
case of instability, which would have compelled them to intervene 
—if only to pre-empt any competitive moves being made by their 
counterparts. In other words, one of ASEAN’s aspirations—to make 
Southeast Asia a ‘zone of peace, freedom and neutrality’—turned 
out to coincide with the interests of the superpowers. Therefore, the 
ASEAN governments began to concentrate their attention and 
energy on social and economic development, which was considered 
to be the logical prerequisite for the region’s stability and resilience. 

It may well be that, in a sense, ASEAN was able to realize, in a 
different form, what the non-aligned movement (NAM) was as- 
piring to in the 1950s. The concept of non-alignment included a 
genuine aspiration to check the spread of the cold war, and to avoid 
undesirable superpower intervention. Later, however, when leading 
countries such as India and Indonesia shifted further and further 
to the left, the movement was relegated to the level of, at best, 
idealism and, at worst, a tool of communist forces. In this context, 
the enviable performance of ASEAN in the second half of the 1970s, 
shown in its impressive economic growth as well as in its broad 
acceptance by the international community, seems to.have had some 
impact on countries outside Southeast Asia. Sri Lanka began to 
sound out the possibility of joining ASEAN, and other neighboring 
countries, such as Fiji, Papua New Guinea and Brunei, sent ob- 
servers to some of the ASEAN meetings. Also, recent moves among 
South Asian countries, namely India, Pakistan, Sri Lanka, Bangla- 
desh, Nepal, Bhutan and the Maldives, to form an organization for 
South Asian regional cooperation (SARC)—more or less similar in 
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concept to ASEAN—indicates the strength of ASEAN’s appeal as 
a model for other developing countries. 


COMMUNISM: A DECLINING FORCE IN ASIA? 


It is ironic that both of the two fiercest ideological wars of the 
post-war-world were fought in the Asian Pacific region despite the 
fact that communism was a Western idea, which originated in the 
socio-economic conditions of nineteenth-century industrial society. 
Also, it is significant that, whereas the communist side chose to fight 
these wars in Asia via its proxies, namely North Korea and North 
Vietnam, on the Western side the United States itself joined the 
wars, thereby inflicting serious damage to its own national strength 
in the process, However, the communist camp did not emerge un- 
scathed. The succession of events from the Sino-Soviet rift, through 
to the Khmer Rouge massacres in Kampuchea,* and the three wars 
in Indochina led to a serious deterioration in the international 
prestige of communism. Also, the economic stagnation which per- 
ennially plagued all the communist countries in the region shattered 
the image of communism as a model for economic development. It 
is indeed doubtful whether communism could ever recover thein- 
fectious appeal as a revolutionary proposition which it used to enjoy 
among the youth and intellectuals of the region. 

As though to prove the point, China is engaged in the ambitious 
and difficult experiment of trying to reconcile, and combine in its 
national structure, three conflicting factors: the political system of 
communism; an acquisitive capitalism as an incentive for efficient 
production and distribution; and its own social and cultural tradi- 
tions. Moreover, the fact that the British lease on the Hong Kong 
New Territories expires in 1997 puts additional pressure on the 
Chinese to modernize. Whether and how it can absorb and integrate 
such a blatantly individualistic and highly internationalized entity . 
like Hong Kong will have far-reaching implications for the future 
of the region. As the center of business activity for the overseas 
Chinese, with its tentacles reaching into both the communist and 
the capitalist worlds, Hong Kong is far more important than mere 
economic statistics suggest. Moreover, the way China handles the 
Hong Kong question is bound to have an effect on the fate of 
Taiwan and its population of 18 million ethnic Chinese, 


JAPAN’S SEARCH FOR ITS IDENTITY 
Ever since it opened its doors to the modern world in 1868, Japan 
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has suffered from a sense of being alone in the community of na- 
tions, as well as of being isolated from the mainstream of events. 
Geographically far away from what were then the centers of power, 
and with a modernization. process very different from that of other 
countries, it was dificult for Japan to be included among the group 
of Western advanced countries, while there was practically no com- 
munity of interest with other Asian countries to compensate for this 
lack. In every sphere, the dichotomy between the West and Asia 
continued to be a problem, and Japan remained a loner, not really 
part of any international system. 

At the beginning of the twentieth century, Japan tried to plug 
into the British-led international system through the Anglo-Japa- 
nese alliance (1902) and, using this strength, was able to overcome 
the crisis of the Russo-Japanese war (1904-5). However, as the 
power of the United States replaced that of Britain in the Pacific 
after the World War I, the Anglo-Japanese alliance was dissolved 
_and Japan, without any international support, had to combat the 
often whimsical policies of the United States in Asia—policies 
which were largely hostile to Japan. As relations with the United 
States deteriorated, Japan, in desperation, turned to the Axis powers 
of Germany and Italy, but this did little to bolster its position in 

ia. If anything, its isolation increased. 

At the same time, Japan tried to create its own regional system 
by colonizing Korea, Taiwan and Manchuria, and in the 1940s put 
forward the concept of the ‘Greater East Asia Co-prosperity 
Sphere’, embracing the whole region. However, in practical terms 
this was an empty slogan, a product of wishful thinking; Japan 
could offer no form of political or cultural leadership with which 
to attract the countries of the region, only the raw power of military 
force. Nor has it ever succeeded in establishing a division of labor 
which would have facilitated the region’s economic integration. 

After World War II, Japan found itself completely cut off from 
mainland Asia, and placed under American surveillance and pro- 
tection as a sort of prisoner-cum-protege. The policy of the Allied 
powers at that time was to deny Japan any involvement in con- 
tinental Asia and rather to let it live in virtual isolation, In this con- 
text, the post-war position of Japan was quite different from that 
of West Germany, which was included from an early date in multi- 
lateral endeavors to rebuild Western Europe. In the emerging 
situation in Asia, there was no longer the kind of vacuum of power 
or political instability which had induced Japan’s advance before 


32 


the war. The Korean peninsula was now heavily guarded by two 
Koreas, both armed to the teeth. The new government in Beijing 
was not about to let Manchuria go without putting up a majo 
fight. 

As a result, Japan had to start the process of its post-war recon- 
struction virtually alone, although it leant heavily on the protective 
arm of the United States which, apart from its role as a supervisor/ 
custodian, recognized Japan’s strategic importance in the Western 
Pacific. In fact, Japan’s post-war relations with the world were 
developed primarily under the direct or indirect auspices of the 
United States, as the San Francisco Peace Treaty, various repara- 
tion agreements and its mode of entry into a number of interna- 
tional organizations attest. 


ECONOMIC POWER WITHOUT MILITARY CLOUT 


Japan’s spectacular economic success during the 1960s did not 
solve its problem of isolation. If anything, it magnified its vulnera- 
bility and reinforced its dependence on the United States. That 
was at least part of the reason why it was so seriously unsettled by 
some of the events which descended upon it during the 1970s, such 
as the Sino-US rapprochement, the Arab oil embargo and the 
sudden outburst of anti-Japanese demonstrations in Southeast Asia, 
which exposed the basic weakness of its position in the world. By 
good fortune as well as sheer hard work, Japan somehow managed 
to emerge from these ‘shocks’ relatively unscathed, with a bigger 
stature, leaner and more efficient economy, and a set of cordial and 
businesslike relations with a number of countries in the region. How- 
ever, the basic problem remains intact, and therefore if Japan is 
to play its rightful role in the future, regionally and globally, it will 
have to be able to define its position clearly in the world. 

The question for the coming years will be whether and how Japan 
can reinforce its international position and status while remaining 
essentially an economic power, In spite of its position of acute in- 
security, Japan’s commitment to peace is still quite pervasive, and 
its avowed aim is to remain “a major power without major military 
power’. Will such a unique stance continue to be viable for a nation 
of Japan’s size and influence in the increasingly complex regional 
environment of the 1980s and beyond? 


‘ECONOMISM’ WHITHER? 


Since the beginning of the 1960s, Japan’s successive governments 
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placed economic development at the center of their policies on the 
premise that Japan should aim at establishing its international 
status by means of its economic strength. It took great care not to 
be involved in political controversy, internally or externally. One 
can perhaps argue that such ‘economistic’ stance was successful in 
shielding Japan from the superpower rivalry which had then raged 
throughout the region. It would have been foolhardy for a country 
like Japan to thrust its political, let alone military, presence into 
the arena of triangular competition in which the United States, 
Soviet Union and China were concurrently involved, 

However, the persistent emphasis on ‘economistic’ orientation in 
the process of policy formulation has taken its toll. For one thing, 
when such a stance is adopted as the central premise of national 
policy, it generates a tendency to evaluate every issue on its eco- 
nomic merits. In particular, it blurs the basic purpose of foreign 
policy issues, and exposes every option to pressure from various 
internal economic constituencies, whose motives may be largely self- 
interested. In other words, it makes the country’s behavior mate- 
rialistic and egocentric, which has provoked different reactions from 
different quarters. 

For example, the South Koreans, who have been conditioned to 
believe that everything should be sacrificed for the sake of political 
freedom, regard Japan’s indecisiveness as a cover-up for selfishness. 
The United States, too, tends to think that Japan is shirking its 
responsibility as a member of the free world. However, the ASEAN 
countries seem to find reassurance in an apolitical Japan, because 
this fits in with their wish to be free from the interference of outside 
powers, including Japan, as expressed in the ZOPFAN concept. 
China also seems to realize that an economistic Japan serves its 
current interests better than a politicized one. 

A long range goal for Japan would perhaps be to develop a com- 
prehensive community of interests with its partners, and try to forge 
a regional alliance in some form or other. If the countries in the 
region can be linked by a viable framework of division of labor, the 
future potential of the region would be greatly enhanced. 

In the short run, however, Japan would likely adhere to its cur- 
rent ‘economistic’ orientation, with some modifications and fine- 
tuning. In view of its already considerable economic involvement 
in the region, a modified and improved economism, if applied cohe- 
sively, might alter its relationship with the region greatly. Prime 
Minister Mahathir of Malaysia commented that the role of Japan 
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in the region should be as ‘a guide and a teacher; a transferer of 
technology; a role to make these countries richer and more stable, 
which would benefit in turn not only the region but also Japan and 
the world’. If that is what the other countries in the region expect, 
there would be ample ground for Japan to continue its involvement 
primarily in an economic context. After all, one can contribute best 
by doing what one is most experienced at and has an aptitude for. 

The fact that, in the super-austere 1984 budget, ODA expendi- 
ture received an allocation of $2.6 billion, an increase of 9.7 per 
cent over the previous year (the only other increase being in the 
allocation to defense—6.5 per cent over 1983), attests to the gov- 
ernment’s determination, backed by a political consensus, that the 
nation should try to fulfil its overseas responsibilities, 

There are promising signs in the private sector, too, that the 
country is nearly ready to make the fine-tuning that is necessary. 
The overwhelming response to the appeals which were made by 
various philanthropic organizations for assistance for the Kampu- 
chean refugees, or for medical and educational help for the villages 
in Southeast Asia, indicates that people are conscious of the need 
to take the region to their hearts. The media coverage of the region, 
and the amount of regional literature that is translated into Japa- 
nese, have expanded substantially in the last few years. The in- 
creasing number of Japanese who are engaged in relief operations, 
or who study the languages and cultures of the region, coupled 
with a steady exchange of professors, students, artists and young 
people, is beginning to create a new infrastructure in Japan for 
productive interchange with the region. This may well be a sign of 
Japan’s maturing as a nation. 


JAPAN LOOKS TO 
THE MIDDLE EAST 
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influence as their economic resources permit. History is re- 

plete with examples of governments overextending them- 
selves as they seek a political role beyond their economic means. It 
is comparatively rare for a state to eschew international political 
influence as its economic strength grows. The U.S. in the interwar 
period was an exception; Japan in the postwar era has been an- 
other. 

In the last few years this situation has begun to change as Japan 
seeks, in the words of Prime Minister Yasuhiro Nakasone, “a politi- 
cal role commensurate with its economic strength.” At the same 
time, Tokyo has made the first systematic effort since the war to 
define Japanese foreign policy interests in global terms. This has 
meant an attempt to extend the reach of Japanese foreign policy 
beyond its established emphasis on relations with the U.S. and the 
nearby countries of Asia. A principal focus of this outreach has been 
the Middle East. 

Until very recently, Japanese postwar foreign policy has been 
notable for its almost total preoccupation with trade and invest- 
ment. With single-minded determination, Japan focused on eco- 
nomic reconstruction and the development of overseas sources of 
raw materials and markets for its manufactured products. On politi- 
cal/security issues Tokyo was, with few exceptions, content to follow 
the U.S. lead. 

But the very success of this policy has, paradoxically, made its 
continuation increasingly untenable. U.S. pressures have mounted 
steadily for Japan to assume a greater share of the economic, mili- 
tary, and even political, burden of defending common international 
interests. The sheer size and dynamism of the Japanese economy 
made it increasingly difficult for Tokyo to sit on the sidelines of 
international affairs. 

In the 1982 election of Yasuhiro Nakasone, Japan selected a 


36 


prime minister eager to lead the nation toward a more assertive 
international role. For Nakasone, this was both a matter of con- 
viction and political necessity. His first need was to strengthen his 
fragile political base. He chose to break the pattern established by 
his predecessors who had focused on domestic economic growth, 
and concentrate instead on foreign policy. Here he had greater 
freedom of action than on the domestic front where myriad power- 
ful interests impinged on every policy initiative. By exerting strong 
leadership in foreign affairs, he hoped to bolster his own positions 
and to instill in his countrymen a more self-assured sense of their 
place in the world. 

Nakasone’s activist bent and his interest in the Middle East is 
shared by his Foreign Minister, Shintaro Abe. Abe, one of a small 
group of fast-rising “New Leaders” in the ruling Liberal-Demo- 
cratic Party (LDP), has clear ambitions to become prime minister 
himself. Consequently, he has sought the public spotlight and 
chaffed under Nakasone’s tendency to act as his own foreign minis- 
ter. In the search for an arena where he could make his own im- 
print—on policy and in the newspapers—Abe has seized on the 
Middle East. Consequently, Japanese policy toward the Middle 
East under the Nakasone Administration is shaped by a combina- 
tion of vital national interests, perceived opportunities, and personal 
political ambitions. 

Archaeological evidence suggest that indirect contact between 
Japan and the Middle East dates from the introduction of Bud- 
dhism into Japan in the sixth century. Limited contacts apparently 
continued through the Tokugawa period as evidenced by the ap- 
pearance in Japan of books on Islam. During the Meiji period 
Japan’s attention fixed on how to modernize along Western lines 
and the Middle East remained little known and remote. However, 
Japan’s dramatic victory over Czarist Russia in the Russo-Japanese 
War (1904-5 )—the first by a non-European nation over a Western 
power—captured the attention of nationalists in the Middle East 
as well as Asia. Japan’s first embassy in the region was opened in 
Turkey in 1925 followed by Afghanistan, Iran, Iraq, Egypt, Leba- 
non and Morocco. The practice of sending students abroad to study 
in Arabic and Persian began in 1926. By the beginning of World 
War II the Foreign Ministry had trained 11 Arabic, 8 Turkish and 
5 Persian language specialists; some of whom became ambassadors 
in the region after the war. Arabic language teaching at the univer- 
sity level began in 1925 at the Osaka Foreign Language College. 
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Despite these sporadic contacts, Japan’s attention in the late 19th 
and early goth centuries was clearly elsewhere as the nation bent 
all its efforts toward rapid industrialization and looked toward the 
Western world. Although oil was emerging as the fuel of choice 
for modern economies, Japan kept its prewar consumption—go 
percent of which had to be imported—remarkably low. In 1931, 
Japan consumed a miniscule 21 million barrels and in 1941 only 32 
million barrels. The prime consumer was the imperial navy and it 
was naval requirements that led Japan to build a prewar stockpile 
of 54 million barrels. In 1939 Japan imported 30.6 million barrels, 
85 percent of it from the United States and most of the remainder 
from the Dutch East Indies and Venezuela. Middle East sources 
were negligible because the vast reserves of Saudi Arabia and the 
Persian Gulf had yet to be developed. Even with strenuous efforts 
at conservation and diversification of sources in 1940, Japan im- 
ported 60 percent of its oil from the U.S. 

U.S. policymakers were well aware of the significance of Japan’s 
dependence. In May, 1939, Ambassador Joseph C. Grew in Tokyo 
warned President Roosevelt that “...if we cut off Japanese sup- 
plies of oil... and she cannot obtain sufficient oil from other com- 
mercial sources to ensure her national security, she will probably 
send her fleet down to take the Dutch East Indies.” Consequently, 
as tensions worsened from 1939-1941 and the U.S. imposed an 
embargo on a growing list of commodity exports to Japan, oil was 
exempted for fear of the consequences. Finally, on July 26, 1941 
in the wake of the Japanese military occupation of Indochina, 
Roosevelt ordered a freeze on Japanese assets and an embargo on 
petroleum exports to Japan. As a leading historian of the period 
observed: 

“There was no way, no uncontrolled source of supply from 
which Japan could get as much as it would have to use even 
with the most rigid economy. Ton by ton, it could be foreseen, 
Japan would have to empty the tanks which had been filled 
with such zealous foresight. ... From now on the clock and 
the oil gauge stood side by side. Each fall in the level brought 
the hour of decision closer.” (Feis, The Road To Pearl Harbor, 
P- 244.) 

In the immediate postwar period Japan’s oil requirements fell 
to very low levels. Through the early 1950°s Japan was nearly self- 
sufficient in energy, relying on coal, hydropower, firewood, and 
charcoal. However, the low cost and easy availability of oil con- 
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vinced Japanese business and government leaders to shift to oil as 
the nation’s primary commercial fuel. Thus in 1951-2, imported 
oil accounted for only 15 percent of Japan’s energy use, but by 1973 
the total was over 70 percent with nearly 85 percent of that coming 
from the Middle East. 


ARAB OIL EMBARGO 


Japan’s inattention to the foreign policy implications of this 
development changed dramatically with the October 1973 “oil 
shock”—the OAPEC (Organization of Arab Petroleum Exporting 
Countries) oil embargo and price explosion following the Yom 
Kippur War. Tokyo was stunned to find itself one of the targets 
of the first round of oil export cutbacks under the punitive embargo 
against “unfriendly” states. Almost overnight, Japan confronted 
the harsh fact that its economy was highly vulnerable to events 
and decisions in a distant region about which it knew almost nothing 
and where it commanded no influence. 

The government’s response was uncharacteristically swift and 
decisive. The Chief Cabinet Secretary issued a statement making 
Japan’s policy toward the Arab-Israeli conflict explicit for the first 
time. It called for the withdrawal of Israeli forces from “all the 
territories occupied in the 1967 war,” recognition of the legitimate 
rights of the Palestinians, and warned that Japan might have to 
“reconsider its policy towards Israel.” The statement had the de- 
sired effect of having Japan reclassified by the Organization of 
Arab Petroleum Exporting Countries as a “friendly state.” One of 
the architects of that change was the then Minister of Trade and 
Industry, Nakasone, who had just completed a visit to the Persian 
Gulf. 

Following that success, the Japanese Government developed a 
combination of economic and diplomatic policies designed to pre- 
vent a repeat of the 1973 experience in its new Middle East policy: 

Diversification and Stockpiling. The first objective of Japanese 
policy was to ease the impact of any future supply disruptions by 
diversifying energy sources both domestically and internationally. 
A plan was announced to cut Japan’s annual consumption of oil 
to 45 percent of all energy requirements by 1995, relying on con- 
servation and increased use of coal and nuclear power. The core 
strategy was to minimize governmental distortions of the energy 
marketplace and allow the oil price rise to force increased indus- 
trial efficiency while improving the competitive position of other 


M. Ott 39 


fuels. As a consequence the share of total primary energy supplied 
by oil fell from 78 percent in 1973 to 61 percent a decade later. 

Japanese trading companies were encouraged to ease dependence 
on any single country by diversifying purchases within the Middle 
East and, when possible, by going outside the region, principally 
to Southeast Asia. Tokyo also tried to reduce dependence on the 
major international oil companies by negotiating direct govern- 
ment-to-government deals with supplier countries. This became 
possible with emergence of national oil companies within OPEC 
that broke the stranglehold of the “majors” over international 
petroleum markets. At the same time, Japan supported greater 
cooperation among the consuming countries designed to increase 
their leverage in dealing with OPEC and in establishing mecha- 
nisms to share supplies in time of stringency. 

Meantime, the government initiated a program of oil stockpiles. 
Under a 1976 law oil importers were required to maintain reserve 
stockpiles. By 1982 these had reached the targeted level equivalent 
to ninety days of national consumption. In addition to the private 
sector reserves, the government established its own stockpiles in 
1978 using surplus oil tankers. In 1981 new storage tanks on land 
were added bringing the national stockpiles up to a level of thirty 
days of consumption. MITT has announced its intentions to further 
build up reserves so that by 1988 those in private and public hands 
will total 142 days of consumption. In fact, with stringent conserva- 
tion, these stocks could be made to last considerably longer than 
that. 

Trade. In order to pay for oil and other primary products, Japan 
must export manufactures and services on a large scale. Conse- 
quently, Japan’s second major objective in the Middle East has 
been to develop and maintain markets for Japanese products. 

Japan’s trade with the Middle East is noteworthy on two counts. 
First, it has grown more rapidly in recent years than any other 
major trading relationship. Between 1969 and 1981 Japan’s total 
trade grew by a factor of 9.5 while imports from the Middle East 
increased by a factor of 21 and exports by 28. Japan is now the 
region’s largest trading partner. During the decade of the 1970’s 
exports to Saudi Arabia grew from $83 million to $3.8 billion and 
imports from $435 million to $12 billion. Saudi Arabia is now 
Japan’s second largest trading partner. Japan ranks first as a sup- 
plier of Saudi Arabia’s imports and first or second as a supplier to 
all the other Persian Gulf states. As a consequence of this spectacu- 
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lar growth, the Middle East emerged as a trading partner for Japan 
of roughly the same magnitude as the U.S. and Southeast Asia. 

Second, the Middle East is the only area of the world that runs 
a substantial current account surplus in its trade with Japan, esca- 
lating from $1.4 billion in 1969 to $30.1 billion in 1980. Japan’s 
principal exports to the Middle East are chemical and heavy indus- 
trial products to support Middle East infrastructure development 
and consumer products including textiles, electronics and auto- 
mobiles, Japan’s trade deficit dropped sharply in 1982 to $20.8 
billion largely as a result of the decline in oil prices. 

Investment. Like trade, Japanese private investment in the region 
has followed the trail of oil. The first significant Japanese invest- 
ment occurred in the 1950’s with an oil concession in the Neutral 
Zone between Kuwait and Saudi Arabia negotiated by the two gov- 
ernments with the Arabian Oil Company (Japanese). But, prior 
to the 1973 oil shock, only 1.2 percent of Japan’s annual foreign 
investment was going into the Middle East. Following the events of 
1973, the Ministry of International Trade and Industry (MITT) 
encouraged a series of major projects, notably the Mitsui Group’s 
investment in the Iran-Japan Petrochemical Company (IJPC) 
complex—Japan’s largest single overseas investment project—and 
Mitsubishi’s petrochemical venture at Jubail in Saudi Arabia. The 
principal beneficiaries of Japanese investment during the 1970’s 
were Iran, Saudi Arabia and the United Arab Emirates. In return, 
Saudi Arabia has become the largest investor in Japanese securities 
with holdings worth over $8.3 billion. 

Following the 1980 outbreak of war between Iran and Iraq, 
Japanese investment in the region receded. Fearing political in- 
stability, Japanese companies and banks have increasingly shied 
away from equity investments in favor of sales of plant, equipment, 
and contractor services. The total amount invested in the Middle 
East as of March 1982 was some $2.4 billion, representing 5.2 per- 
cent of Japan’s total overseas equity. In addition to petrochemicals, 
investment has also focused on infrastructure projects including 
bridges, hospitals, roads, hydro- and thermoelectric power plants, 
communications facilities and water purification systems. 

While the impetus for investment has passed to the private sector, 
government cooperation remains critical in matters such as export 
financing and licensing, insurance, and passport and visa facilita- 
tion. In situations involving high political risk, the government is 
often willing to designate certain investments as “national projects” 
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and allow the Overseas Economic Cooperation Fund (OECF) to 
invest directly as a partner. This was true, for example, of the 45 
percent stake taken by OECF in an ethylene glycol plant in Saudi 
Arabia. 

From the perspective of the companies involved, trade and in- 
vestment decisions are based solely on commercial criteria. For the 
government, both activities serve the additional purpose of binding 
the OPEC countries to an interdependent relationship with Japan. 

“It also makes major Japanese economic interests hostage to the 
vagaries of one of the world’s most volatile regions, as the history 
of the IJPC demonstrates, 

Diplomacy. Following Tokyo’s success in escaping OAPEC’s 
1973 embargo, Japanese diplomatic activity in the region acceler- 
ated rapidly. New embassies were opened; the Foreign Ministry 
issued a white paper on Middle East policy and began to train 
Arabic-speaking officers; semi-official contacts were established 
with the PLO; and high-level officials visited the region, including 
the then prime minister Takeo Fukuda in 1978. This period of 
“oil-begging diplomacy” was intended to foster strong bilateral re- 
lations between Japan and the major OPEC states, It was hoped 
that such ties would help forestall politically motivated disruptions 
in oil supplies to Japan. They might even give Japan some leverage 
over further price increases. 

Two distinctive themes in Japanese foreign policy took shape at 
this time. The first, “comprehensive security,” referred to the use 
of diplomacy, foreign assistance, foreign investment and other non- 
military instruments of policy to pursue national security objectives 
—like access to a reliable oil supply. The Middle East emerged as 
perhaps the principal arena for the exercise of comprehensive secu- 
rity. 

The second theme, “omnidirectional foreign policy,” highlighted 
Japan’s efforts to steer clear of the multiple disputes and divisions 
that kept the Middle Eastern pot boiling. Tokyo sought to avoid 
choosing between its cultivation of the Arab oil producers on the 
one hand and its alliance with the U.S, on the other. Omnidirec- 
tional foreign policy became a label for the increasing independence 
of Tokyo’s Middle Eastern policy—particularly as viewed from 
Washington. 


COMPREHENSIVE SECURITY 


This was a time of growing strains, particularly concerning trade,, 
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in US-Japan relations. More important, there were clear differences 
of opinion between Washington and Tokyo concerning Middle 
Eastern policy, particularly as it related to Israel and the Palestinian 
question. The Middle East has been the one major region where 
Japan could afford to deviate significantly from U.S. policy. Asia 
is too close and the security concerns too immediate to permit such 
a divergence. In Europe, Latin America, and Africa deference is 
given to U.S. interests and policies. 

Comprehensive security has remained a durable theme in Japa- 
nese foreign policy, but the limits of omnidirectional foreign policy 
were soon revealed.. 

The 1979 Iranian Revolution led in short order to another round 
of oil price increases, a war with Iraq that sharply reduced oil 
exports from two of Japan’s largest suppliers, and the seizure of 
U.S, diplomats in Teheran. Meanwhile the Soviet Union invaded 
Afghanistan, precipitating an Afghan guerrilla war of resistance 
against the Soviet forces and a US-led boycott of the Moscow 
Olympics plus trade restrictions. Tokyo quickly asserted its strong 
condemnation of the Soviet action and its support for the U.S. re- 
sponse. After four months of painful temporizing, Japan condemned 
the Iranian hostage-taking and joined America’s European allies 
in terminating credits to, and oil purchases from, Iran. 

Tokyo viewed the triumph of Khomeini and the Mullahs with 
some ambivalence. On the one hand, domestic instability and up- 
heaval inevitably threatened major Japanese economic interests in 
Iran. Even more serious, Khomeini’s fanatical Shiite fundamen- 
talism was overtly expansionist and called for a radical political- 
religious transformation of the entire Persian Gulf area. As such it 
posed a serious threat to Western interests throughout the region. 
On the other hand, ‘Tokyo was hopeful that it would prove possible 
to work with the new regime—at least in terms of trade and invest- 
ment. Japanese observers also noted that the Islamic revival might 
serve as a powerful barrier to Communist penetration of Iran. 

In any case, events in Iran and the subsequent outbreak of war 
between Iran and Iraq shifted the burden of Japanese concern 
away from other embargo to political instability and regional con- 
flicts as the principal threats to oil supplies. This change had im- 
portant diplomatic implications. Satisfactory government-to-gov- 
ernment relations might help avert an embargo, but would have 
little value in protecting Japanese interests in a situation of inter- 
national conflict or civil upheaval. The only available strategy, 
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however problematic, for dealing with these contingencies was to 
help ease the sources of instability and prevent the outbreak of 
violence in the first instance. This would logically require economic 
assistance to ease some of the politically incendiary economic prob- 
lems of the region. ; 

Foreign Aid. Economic assistance programs have been a major 
element in Japan’s diplomatic effort to build influence and inter- 
dependence with the Middle East. Prior to 1973 the region received 
negligible foreign assistance, but following the embargo there was 
a considerable change. By 1975, it was receiving about 10 percent 
of Tokyo’s Official Development Assistance (ODA) which grew 
to 24.5 percent in 1977 due primarily to large projects in Iran. In 
recent years the proportion has stabilized around 10 percent, a level 
that has become the official target. Former prime minister Zenko 
Suzuki pledged a doubling of global Japanese ODA between 1980 
and 1985, but federal budget deficits have caused Tokyo to fall 
somewhat short of the target. Still, global ODA increased 10 per- 
cent in JFY 1984 despite severe overall budget constraints. 

Recipients of Japanese assistance fall into two major categories: 
those who export oil and those who do not. Nonoil producers of 
political or security importance, such as Egypt, the Sudan, North 
and South Yemen, and Jordan, are eligible for technical and eco- 
nomic assistance in the form of grants and loans. Such assistance 
generally offers negligible economic benefits for Japan. 

Sudan is illustrative of security-related assistance. From a purely 
economic standpoint, Japan has little incentive to become involved 
in the Sudan. Humanitarian considerations alone would not lead 
Japan to make more than a small commitment. However, as a large, 
centrally located country bordering on Egypt and Libya, the Sudan 
is judged to ‘have a significant role in the political future of the 
Middle East. Japan, in response to U.S. urging, has participated 
in donor club meetings, provided project grants, yen loans for debt 
relief and has collaborated with the U.S, in providing political risk 
insurance to facilitate investment in a Sudanese pipeline project. 

Egypt is the largest single recipient of Japanese ODA in the 
region with commitments in 1983 of $219 million. Actual disburse- 
ments have been slowed for technical reasons and totaled $61.6 
million. Projects have included telephone network expansion, a 
thermal power plant, water supply improvement, a direct-reduction 
steel mill, sugar cane production facilities, and two projects to 
widen and deepen the Suez Canal. The benefits to Japanese ship- 
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ping would have been greater if a second channel had been added 
to the Canal to permit two-way traffic. But Egypt preferred to 
upgrade the existing channel. 

For oil-producing states, the emphasis is on technical assistance 
—including provision of technological know-how, the sending of 
technical trainees to Japan and the dispatch of expert teams from 
Japan—for which the recipient is expected to pay something. Japa- 
nese firms dealing with these states are eligible for government 
loans, loan guarantees and insurance, Technical assistance is seen 
as having growing importance in improving Japan’s relations with 
the Middle East. As one recent assessment put it: 

“It is important for Japan to develop friendlier relations 
with such oil-producing countries as Saudi Arabia, the UAE, 
Iraq and Kuwait in the Middle East, regardless of its oil pur- 
chases from these countries, Economic and technical coopera- 
tion is considered instrumental in cementing these relations. 
As oil-producing states have abundant capital available for 
development, it is necessary to step up technical cooperation 
based on technology transfer through such cooperation pro- 
grams as formulation of economic and social development 
plans, expert assignment and acceptance of trainees.” 

Despite such statements, the actual numbers of individuals sent 
to or received from the Middle East remains comparatively small. 
In 1981, for example, only 47 trainees came to Japan from the 
Middle East. Japanese experts dispatched to the region, both as 
individuals and as members of survey teams, totalled 501. 


ASSETS AND LIABILITIES 


In pursuing its policy objectives, Japan has some clear assets. 
The most obvious are economic. As the largest customer for the 
region’s oil exports and one who can pay cash, Japan inevitably 
commands attention. A decade of experience with Japanese con- 
tractors, technicians, engineers and businessmen has generated a 
healthy respect in the region for Japanese expertise, business 
acumen, and work performance.” 

Politically, Japan is not burdened in Arab eyes with any par- 
ticular association with Israel. Japan has no domestic Jewish com- 
munity or other interests pressing for close association with Israel. 
There is no history of Japanese intervention in the area and Japan 
enjoys some historic prestige as the first non-European nation to 
achieve a level of advanced industrialization, Unlike an Arab inter- 
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mediary, it does not carry the apparent bias of being Shiite or 
Sunni. In this sense, Japan’s cultural and racial distance from the 
Middle East may, paradoxically, prove an asset. In short, Japan 
is viewed by the Arabs as coming into the region with clean hands. 
Finally, because Japan has no arms trade, it is spared pressures to 
supply arms to one or another of the region’s combatants. 

Tokyo also brings certain liabilities to the Middle East. Cultural- 
ly, Japan and the Islamic countries have almost nothing in com- 
mon—unlike Europeans and Americans who share with the Arabs 
a common Judeo-Christian historical heritage. While the Arabs re- 
spect the Japanese for their technical and managerial prowess, they 
do not readily understand or feel comfortable with them. Long-time 
observers of the Middle East note that on a personal level Arabs 
and Americans get along quite well. The Arabs like the easy in- 
formality and candor of the American personality. By contrast the 
Japanese seem stiff, formal, and humorless, 

Language is a serious barrier. Few Japanese, even in the Foreign 
Ministry, speak serviceable Arabic and fewer Arabs know Japanese. 
There are numerous accounts of important government and com- 
mercial discussions being hampered by poor communication, in- 
cluding inadequate translation. The failure of the Foreign Minis- 
try, up to the last moment, to anticipate the upheaval in Iran that 
overthrew the Shah, led to harsh questions in the Diet concerning 
how well equipped the Ministry was for dealing with the Middle 
East. While Japan’s lack of historical involvement in the region 
has some benefits, it also means Japanese officials lack the informal 
personal networks that provide information and ready access to 
Arab leaders. 

Generally speaking, the Japanese have had difficulty translating 
their strong economic presence into political influence. In part, this 
reflects the cultural and informational problems just noted. It also 
reflects the fact that some of Japan’s assets cut both ways. Thus 
Tokyo lacks three important sources of diplomatic leverage: a mili- 
tary presence in the area, the ability to supply arms, and influence 
with Israel. To some extent, the Japanese are still viewed by the 
Arabs as purely economic actors held hostage to events in the region 
by their severe dependence on imported oil. 

The principal focus of Japanese policy toward the Middle East 
has been the conflict between Iran and Iraq. 

The war that erupted between Teheran and Baghdad in the 
wake of the Iranian Revolution involves two of Japan’s major oil 
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suppliers and trading partners, Before the Revolution, Iran supplied 
13 percent of Japan’s crude oil and Iraq 6 percent, ranking them 
third and sixth respectively. Both were hosts to major Japanese in- 
vestments and construction projects, involving the presence of large 
numbers of Japanese nationals. At its peak, 3,500 Japanese were 
working at the IJPC site alone. In addition, both countries first 
threatened and then took military actions designed to curtail move- 
ment of oil shipments through the Persian Gulf and the Straits of 
Hormuz—a route that carries about 65 percent of Japan’s oil. 

Japan’s relationship with Iran is complicated by the disastrous 
experience with the IJPC facility. The project began in 1971 as a 
joint venture between the Shah’s government and a private Japa- 
nese investment group led by Mitsui Corporation, with each pro- 
viding an investment of $250 million. Along with its equity in the 
project, the Japanese investors received exploration rights in an oil 
concession. However, drilling proved unproductive and in 1975 the 
area was turned back to Teheran, 

The facility was 85 percent complete when work was halted 
amidst the turmoil attendant to the collapse of the Iranian mon- 
archy and the outbreak of war between Iran and Iraq. To spread 
the risk, Mitsui negotiated participation by additional Japanese 
companies and by the government in the form of equity and loans. 
Consequently, by early 1981 the value of the Japanese commitment 
had grown to $1.7 billion in equity and loans—with estimates for 
the cost of the entire project running as high as $5 billion. 

As the Japanese investment in the facility grew, so did the risks. 
Softening oil prices and excess global production capacity made it 
increasingly unlikely that the plant could ever show a profit, The 
project site, which is only 60 miles from the Iraqi border and within 
reach of Iraqi military aircraft, was bombed repeatedly in 1980. 
Faced with an idle construction site, armed attacks, Iranian de- 
mands for additional Japanese financing, and interest payments on 
existing loans amounting to about $500,000 per day, Mitsui an- 
nounced that it was considering abandoning its costly white ele- 
phant. This would entail writing off the investment and attempting 
to collect compensation from MITT’s overseas investment insurance 
fund. 

However, both the Japanese and Iranian governments have 
strongly resisted such a course. The Khomeini regime is determined 
to see the facility completed. Popularly referred to as “The Imam’s 
Petrochemical Project,” it is to be visible evidence of the achieve- 
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ments of the Revolution. For Tokyo, the project is a key element 
in the effort to build better ties with Iran. The Japanese govern- 
ment can exert considerable leverage over Mitsui by refusing to 
authorize payment from the insurance fund, In July 1983, the 
Iranian government agreed to shoulder all additional costs and to 
start repaying earlier Japanese loans for the project upon com- 
pletion of construction. On that basis the Mitsui Group agreed to 
resume construction with plant startup targeted for 1989. 

Japanese engineers returned to the site in January 1984 to begin 
repair and reconstruction. However, in February the facility was 
attacked by Iraqi aircraft once again, forcing the evacuation of 500 
Japanese technicians and workers, 


FEAR OF SOVIET PENETRATION 


Tokyo’s ultimate fear, beyond all the immediate concerns over 
war-related damage to Japanese investments and oil facilities, is 
that the war and associated instability will provide an opportunity 
for Soviet penetration into the Persian Gulf. Already Moscow is 
the principal arms supplier to Iraq while a pro-Soviet, underground 
Communist Party bides its time in Iran. It is not difficult to imagine 
scenarios associated with a succession crisis in Teheran or a par- 
ticular battlefield outcome between Iran and Iraq that would pro- 
vide Moscow with important opportunities. Few nightmares are 
more chilling for the Japanese government than the prospect of 
Soviet control, direct or indirect, over the major Middle Eastern 
oilfields and the tanker routes that service them. 

Japan’s response to the Iran-Iraq conflict has included a pre- 
dictable attempt to protect its economic interests by continuing to 
purchase oil from both sides. In practice this has strongly favored 
Teheran because it has been able to maintain exports to substantial 
levels whereas Baghdad’s exports have been severely curtailed by 
the destruction of its oil export facilities in the Gulf and Syria’s 
closure of the Iraq-Syria pipeline. As a consequence, in 1982 Japan 
purchased 7.2 percent of its oil from Iran but only 1.4 percent from 
Iraq—most of that sold by Kuwait and Saudi Arabia on behalf of 
Baghdad. These numbers reflect a subtle, but detectable, tendency 
for Japanese policy-makers to assign greater importance to rela- 
tions with Iran than Iraq. 

Japan has also tried to provide an economic inducement toward 
a settlement by refusing to extend government credits to either 
country while the war continued, An exception is made for clearly 
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humanitarian projects, like hospital construction. Again, the effect 
is to favor Iran which, because of its oil income, has little need for 
credits. Iraq, on the other hand, has been in very difficult economic 
straits and has felt the impact of Tokyo’s prohibition. 

Japan has also tried to embargo the sale of equipment to either 
protagonist that might have some military application. Baghdad 
has been critical, nevertheless, of some Japanese sales such as small 
boats and outboard motors. 

‘Tokyo’s most significant initiative has been the offer of its good 
offices toward a resolution of the conflict. This has accompanied 
an attempt to strengthen its political relations with both countries, 
particularly the more isolated regime in Teheran. In doing so, 
Tokyo is protecting its existing economic interests in the area, posi- 
tioning itself to benefit from postwar reconstruction, serving as a 
conduit for Western interests, and testing its capabilities as a politi- 
cal actor on the international stage. 

The centerpiece of this effort was Foreign Minister Abe’s August 
1983 trip to Iran and Iraq, where he tried to lay the groundwork 
for a cessation in hostilities, Although he failed in that ambitious 
goal, Abe and his party detected some cracks in Teheran’s official 
facade of certainty that a final Iranian victory was imminent. In 
the Japanese view, such doubts plus the demands of economic re- 
construction and development were leading some Iranian leaders 
—but not Khomeini—to favor a relaxation in Iran’s terms for a 
settlement of the conflict. 

The Foreign Minister’s trip plus subsequent talks between Abe 
and the Iranian and Iraqi Foreign Ministers at the United Nations 
confirmed Tokyo’s position as the only major country that could 
command a respectful hearing in both Teheran and Baghdad. Sub- 
sequently, over a dozen high-level official envoys have journeyed 
between Tokyo and the two warring capitals. Iraq welcomed the 
Japanese initiative in the belief that Tokyo had more influence in 
Teheran than any other available intermediary. At least some high 
Iranian officials spoke glowingly of the current state and future 
potential of Iran-Japan relations. Next to the removal of the 1973 
OPEC restrictions on Japan, this has been the proudest achieve- 
ment of ‘Tokyo’s Middle Eastern diplomacy to date, 

Japanese officials believe that Tokyo’s diplomacy has had a 
moderating influence on Iranian policy and at least delayed an 
Iraqi decision to attack the IJPC site. They also believe Japan has 
injected a note of realism into decisionmaking in Teheran and 
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Baghdad by informing them concerning how their statements and 
actions were perceived outside the Middle East. 

Nevertheless, the limitation of Tokyo’s influence has been very 
evident. The war has not only continued; it has escalated to involve 
air attacks on international shipping in the Gulf. Since February 
1984, when Iraq launched the first attacks on tankers using the 
Iranian oil terminal at Kharg Island, over 50 ships have been hit— 
nearly half of them owned or leased by Japanese companies. De- 
spite repeated pleas from Tokyo, Baghdad authorized bombings of 
the IJPC facility with large numbers of Japanese personnel at the 
site. Earlier, Tokyo joined Washington in an unsuccessful attempt 
to persuade France not to sell Exocet missiles to Iraq. 

Some Iranian leaders have remained aggressively skeptical of 
Japanese motives. Recently, Prime Minister Moussavi excoriated 
Japanese initiatives as a stalking horse for U.S. imperialism. Iraq 
has blamed Japanese purchases of Iranian oil as enabling Teheran 
to’ prolong the war--a complaint echoed by Iraq’s Gulf allies, 
Kuwait arid the United Arab Emirates. Iran’s recent use of 2000 
small boats purchased from Japan to launch a major attack 
through the Howeizeh marshlands in southern Iraq has placed 
further strain on Tokyo’s relations with Baghdad. 

The Gulf “tanker war” has given Japan additional incentive to 
seek a formula for a peace settlement. At the height of the attacks, 
Japanese tankers stopped visiting Kharg, drastically reducing Irani- 
an oil sales to Japan. Increased shipping costs and insurance rates 
reflecting the new hazards to Gulf shipping further- reduced the 
attractiveness of Iranian oil. Nevertheless, with heavy price dis- 
counting, Iran’s oil sales to Japan rebounded at the end of 1984. 
Altogether, the attacks have had remarkably little impact on world 
oil markets or on Japanese trade with the region. 


ARAB-ISRAELI CONFLICT 


Since it does not directly involve access to oil, the Arab-Israeli 
conflict is of less urgent concern to Tokyo than Iran and Iraq. 
Japan’s primary interests include maintaining good relations with 
the Arabs and fostering regional stability in order to protect rela- 
tions with OPEC and to inhibit the growth of radical—including 
pro-Soviet-——influences in the region. Trade, aid, and investment 
are the only real policy instruments available to Tokyo for these 
purposes. 

Tokyo approaches the multifaceted conflict from a cautiously 
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pro-Arab perspective—roughly aligned with that of Egypt. While 
this orientation derives from Japan’s oil dependence, it also reflects 
a widespread sympathy in Japan for the Palestinians who are 
viewed as the underdogs and a conviction among policymakers that 
there can be no stability in the Middle East until the national 
aspirations of the Palestinians are somehow satisfied. However, 
Japan’ s major concern is not with the merits of the opposing posi- 
tions, but with the conflict itself. The enduring antagonisms and 
escalating violence between the Arabs and Israel endanger Japan’s 
vital economic interests and create opportunities for growth of 
radical movements and Soviet influence. 

Although there is little optimism in Tokyo about the prospects 
for peace in the region, Japan would like to contribute to efforts 
on behalf of stability and political moderation. Japanese leaders 
have been very careful, however, because the issues appear so in- 
tractable and because entanglement i in Arab-Israeli politics could 
greatly complicate Tokyo’s effort to maintain its friendship with 
the Arab oil producers on the one hand and its alliance with 
Washington on the other. Given its need for oil, Japan cannot afford 
to approach the Arab-Israeli struggle as a neutral, wholly disinter- 
ested observer. 

Consequently, Tokyo has tried to devise a low-risk, low visibility, 
somewhat pro-Arab strategy that might contribute, at least margi- 
nally, to ameliorating the Arab-Israeli conflict and containing its 
effects. The elements of that approach are: 

— Provide development assistance to the moderate nonoil pro- 
ducing Arab states including Egypt, Jordan, North Yemen, 
Tunisia, and the Sudan. 

— Provide technical assistance to the moderate oil producing 
states of the Gulf including Saudi Arabia, Kuwait, and the 
United Arab Emirates. 

— Provide diplomatic support both for Western peace initiatives 
(e.g., the Camp David Accords and the Reagan plan) and 
for moderate Arab proposals (e.g., the Fez Plan put forth by 
Arab League). 

— Encourage mutual recognition by the PLO and Israel, with 
Israel taking the first step. 

— Establish semi-official relations with the PLO and support 
Palestinian rights to autonomy. 

— Condemn Israeli settlements on the West Bank. 

— Urge Washington to give more serious attention to Arab views. 
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— Maintain correct, if arms-length, relations with Israel. 
Tokyo has also given serious consideration to a Japanese financial 
contribution to the UN peacekeeping and observer force in the 
Sinai and to a future Multinational Force (MNF) in Lebanon. 
Japan has officially offered to contribute to the costs of a MNF, if 
and when an agreement is reached for the withdrawal of Israeli 
and Syrian forces from Lebanon. 

Relations with Israel and the PLO illustrate Tokyo’s effort to 
strike a cautious balance in its policy while keeping future options 
open. Israel has complained to the U.S. concerning the tilt of Japa- 
nese policy, as evidenced by the fact that in four years of residency 
in Tokyo the Israeli Ambassador has not been received by the For- 
eign Minister since presenting his credentials. Israel has made it 
clear it wants closer relations; it sees Japan as a major economic, 
and an emerging political, force in the region. In June 1983, Deputy 
Foreign Minister Nakajima became the highest ranking career 
Japanese diplomat to visit Israel. Nakajima used the occasion to 
personally present Tokyo’s objections to Israeli policy, notably on 
the matter of West Bank settlements. Japan also assigned as Am- 
bassador to Israel one of its most respected diplomats, a man related 
to the Imperial Family. 

As part of its effort to establish political credit with the Arabs 
after the embargo, Japan permitted the Palestine Liberation Or- 
ganization to open an office in Tokyo. This ultimately led to an 
invitation from a group of Diet members to Yasir Arafat to visit 
Tokyo in October 1981. During his three days in Japan, Arafat 
was treated as a quasi-official guest of the Japanese government, 
holding talks with Prime Minister Suzuki and Foreign Minister 
Sonoda as well as other government officials. The visit attracted 
international attention because it took place in the immediate after- 
math of President Sadat’s assassination and because Japan was the 
first major industrial democracy to receive Arafat. Despite such 
high visibility gestures, Japan has resisted Arab pressure to recog- 
nize the PLO as the sole representative of the Palestinians, opting 
instead for a formula that acknowledged it as an “important” 
representative of the Palestinian people. Japan has urged the PLO 
to reject violent solutions and to recognize Israel’s right to exist. 

On balance Tokyo can take some pride in the record of Japanese 
foreign policy toward the Middle East since the traumatic days of 
the first oil shock. The priority objective of assuring adequate oil 
supplies has been successfully achieved—with some assistance from 
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a soft oil market. The derivative objective of building political influ- 
ence in the region has been accomplished to some degree in the 
Persian Gulf. It is too early to tell whether this will prove to be a 
durable or ephemeral achievement. Tokyo has made little attempt 
to exert influence beyond the Persian Gulf, although development 
assistance programs, particularly in Egypt, have laid some ground- 
work for the future. Efforts to expand exports to the Middle East 
have enjoyed spectacular success. 

Japan will have little choice but to continue playing a major 
economic role in the Middle East, as long as most of its energy 
comes from that region. Even under the excess supply conditions 
of recent years, Japan has not greatly reduced its Middle East 
dependence. When the Iran-Iraq war cut oil shipments from those 
two countries, Japanese importers simply looked elsewhere in the 
region to Saudi Arabia and the United Arab Emirates. As a con- 
sequence, Japan today depends on Middle East oil to meet over 
40 percent of its total energy needs, The comparable figure for the 
USS. is only 1.3 percent. 

In the years ahead there is every prospect that non-Middle East 
sources will be less available than they are now. The recent oil 
“glut” is largely the product of expanded production outside OPEC 
—in Mexico, the North Sea, Alaska, and the Soviet Union. But 
these sources are being depleted much more rapidly than they are 
being replaced by new discoveries. Soviet production, for example, 
has actually started to decline for the first time. As a consequence, 
the international supply situation will tighten in the 1990’s and the 
Middle East, with the largest untapped reserves, will resume its 
dominance in the oil markets. Current projections of Japanese 
energy foresee continued dependence on Middle East oil for 40-60 
percent of total energy requirements in the year 2000. 

Still, Japan’s ability to survive and prosper through the post-1973 
decade has ‘clearly eased Tokyo’s sense of acute vulnerability. The 
almost casual aplomb with which Tokyo greeted the 1984 outbreak 
of Iraqi and Iranian air attacks on shipping in the Gulf would have 
been unimaginable ten years earlier. Current excess supply, im- 
proved diplomatic contacts, and ample stockpiles underpin Tokyo’s 
confidence. 


SLOW TRADE GROWTH 


As long as international ‘oil markets remain soft, there is little 
prospect for a resumption of rapid growth in Japan-Middle East 
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trade and investment. In 1982—1983, OPEC sales to Japan actually 
fell by 11 percent with Iraq and Saudi Arabia absorbing most of 
the decline. Japanese exports to the region grew at a nominal one 
percent during the same year. Much of that growth was due to 
large sales of machinery to Iran—sales that are unlikely to be re- 
peated on the same scale in the near future. In short, Japan will 
consolidate its recently acquired position as the region’s number one 
trading partner, but slowed growth in Middle East incomes will 
keep trade expansion to modest levels. 

Japanese investment will continue to be constrained by the un- 
certainties accompanying conflict and instability. OPEC’s loss of 
leverage in a buyer’s market reinforces this constraint. Japanese 
companies no longer feel compelled to invest in the region in order 
to maintain the goodwill of the Persian Gulf oil producers. 

The same considerations that have led Tokyo to assume a more 
active political role in the region will continue to be operative. They 
include a belief that the oil shocks and the Iraq-Iran war have 
demonstrated Japan has vital interests in the region that require its 
active diplomatic involvement. The same can be true of Japanese 
investments in the region. U.S. influence in the Middle East is in- 
adequate, and in some cases counterproductive, to protect these 
Japanese interests. Moreover, the time has come for Tokyo to assert 
a larger role in international politics generally. 

Possibly, a successor to Nakasone, particularly if he is someone 
other than Abe, might try to curtail Japanese political involvement 
in the Middle East. Impetus could come from the realization that 
under current market conditions OPEC probably needs Japan as 
much or more than the reverse. However, the psychology of vulner- 
ability and resource dependence is deeply rooted in Japan. Also, 
few Japanese are confident that the conditions of excess supply 
will last more than a few years. The continuing magnitude of Japa- 
nese interests in the region make it unlikely that a policy that 
eschewed politics could be sustained for long. Japan’s political in- 
volvement is the product of concrete interests and the perceived 
need to protect them. 

Beyond that, Japan has simply become too large, too diverse in 
its interests, too weighty in international affairs to confine itself to 
economic policy. A new generation of political and bureaucratic 
leadership which Nakasone is the harbinger, will not be satisfied 
with a tightly constricted international role. In that sense Japanese 
policy in the Middle East can be seen as a step in the slow reemer- 





54 


gence of Japan as a traditional great power. 

Tokyo will continue to look for ways to exert influence on behalf 
of stability in the region. This will involve economic assistance and 
diplomatic support to moderate Arab governments, continued ef- 
forts to build bridges to some of the more radical regimes, and the 
search for ways to dampen down the Iran-Iraq war. Prime Minister 
Nakasone has recently reiterated Japan’s offer of its good offices to 
Teheran and Baghdad. However, Tokyo has few illusions concern- 
ing its ability to mediate a settlement as long as Khomeini is in 
power. Tokyo believes it has had some success in encouraging a 
moderation in attitudes toward the West on the part of certain 
Iranian leaders. The eventual mediation of the conflict by Japan 
is not totally out of the question. Despite recent criticisms, Tokyo 
apparently still has the respect of both adversaries. 

A shift may become evident in the relative importance attached 
to relations with Iran and Iraq. Iraq may assume new importance 
in Japan’s eyes with Baghdad’s improving military position and the 
prospect that new petroleum pipelines through Turkey and Saudi 
Arabia will break the Iranian-Syrian blockade of Iraq’s oil exports. 
The impact of policy will not be dramatic, but rather a matter of 
nuance reflected, for example, in specific decisions implementing 
Tokyo’s restrictions on trade and credit transactions. It is note- 
worthy that in 1983 Kuwait offered a proposal to end the Iran-Iraq 
war by establishing a postwar rehabilitation fund of $30 billion. 
Contribution to the fund would come from the Gulf States, Euro- 
pean nations—and Japan. 

Sentiment exists within the Foreign Ministry favoring closer rela- 
tions with Israel. However, this will occur only when Japan is con- 
fident that its relations with the Arabs are strong enough to bear 
the strain of a warming toward Tel Aviv. 

In purely military terms, Japan has relied on U.S. power to deter 
any Soviet or Soviet-inspired threats to oil supplies. There is little 
possibility of a direct military component to Japanese policy. How- 
ever, Japan will become a growing consumer of defense informa- 
tion including data on the military situation and force capabilities 
in various military theaters in the Middle East. With this in mind, 
Tokyo may increase the very small number of military liaison offi- 
cers it has attached to embassies in the region. 

The future success or failure of Japanese policy in the Middle 
East will be determined in large part by the skill with which ‘Tokyo 
handles two sets of tensions. First, Japanese policymakers must 
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reconcile their U.S. alliance with their need for good relations with 
some Muslim nations that are bitterly hostile towards Washington. 
Second, as they assume a more visible role in the region, the Japa- 
nese have found it increasingly difficult to avoid being caught in 
the crossfire of internecine disputes within the region. 

Tokyo has attempted to walk the tightrope between these con- 
flicting imperatives by cultivating close economic and political ties 
with the OPEC states while trying to exert a moderate pro-Western 
influence upon them, Implemented carefully, this strategy has been 
viable so long as US-Arab relations have not deteriorated too far. 
In 1973, the Japanese tilt toward the Arabs caused heartburn in 
Washington but did not seriously jeopardize any major U.S. policy 
objective. In 1979, however, continued Japanese purchases of Irani- 
an oil were viewed as torpedoing a high priority U.S. objective— 
the release of the hostages. A change of policy in Tokyo was the 
result. Similarly, the Japanese felt able to invite Yasir Arafat for a 
red carpet “unofficial” visit, but did not accede to his request for 
formal recognition of PLO. Tokyo judged that such a step would 
be anathema to Washington. 

The other cost of becoming a serious factor in the Middle East 
equation is one all too familiar to U.S. policymakers—hostile fire, 
figuratively and literally, from the various antagonists on one side 
or another of the region’s conflicts. Inevitably, Japanese policy will 
be seen by one side of a struggle as favoring the other and, there- 
fore, as unfriendly. Already, Tokyo has drawn harsh public criticism 
from Israel, Iraq, Iran, Kuwait and the United Arab Emirates. 
Japan could not have picked a more dangerous and difficult region 
in which to test its diplomatic wings. Paradoxically, the risks can be 
expected to rise in proportion to Tokyo’s influence and success in 
the region. 

Time will tell whether Japan’s maiden foray into the diplomatic 
minefields of the Middle East will achieve any durable results. Even 
if it does not, the effort is significant as a benchmark in the evolu- 
tion of Japanese foreign policy. Tokyo has taken an important step 
toward becoming a key player in the drama of international politics. 
In the Middle East, specifically, Japan has become a factor in the 
regional diplomatic equation for the first time. 


NOTES 


1 (Hiroshi Irisawa, “Technical Cooperation Toward Middle East Countries,” Digest 
of Japanese Industry and Technology, #175, 1982, p. 12). 


FINANCING CHINA’S 
MODERNIZATION 
THROUGH FOREIGN 
BORROWING . 


By Friedrich W. Y. Wu 
D Bokek own 





Y any yardstick, the espousal of an “Open Door” policy by 
the leadership of the People’s Republic of China (PRC) 
since late 1978 must be regarded as a watershed decision 

that has profound implications for both the Chinese socialist econ- 
omy and the capitalist world economy. In stark contrast to the self- 
reliance model practiced during the Maoist era, the “Open Door” 
policy prescribes for China a degree of global economic involve- 
ments that is without precedent in the history of contemporary 
China. Hu Yaobang, the General Secretary of the Chinese Com- 
munist Party, has pithily summarized the essence of his country’s 
new outward- -turning posture as follow:' 

In carrying out China’s socialist modernization program, it 
is necessary to make use of both national and foreign resources; 
it is necessary to open the domestic markets and also the inter- 
national markets; and it is necessary to learn the know-how 
of organizing domestic economic construction and developing 
foreign economic relations. This [is] the strategic position of 
the open-door policy. 

Translating these prescriptions into concrete policy measures, 
Beijing in recent years has significantly augmented its trade with 
the advanced capitalist countries, fervently wooed multinational 
corporations for foreign direct investment, and avidly sought loans 
and development assistance from a variety of external sources. Dur- 
ing the period from 1979 to 1984, the Chinese managed to absorb 
a staggering US$17.3 billion of foreign capital, of which $13.0 
billion were in the form of loans and the rest in foreign investment. 
Likewise, Beijing participated in over 300 joint-venture projects 
abroad with partners in more than 30 countries.’ Evidently, the 
statistical record so far indicates that the new Chinese foreign eco- 
nomic policy is steering the country toward a high level of integra- 
tion with the capitalist world economy. 

Beijing’s “recovery” of the China seat in the World Bank Group 
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(WBG)—a collective term for the International Bank for Recon- 
struction and Development (IBRD), the International Develop- 
ment Association (IDA), and the International Monetary Fund 
(IMF)—in 1980 not only restored the PRC as a credible and 
legitimate member of the world financial community but also en- 
abled the country to reap tangible economic benefits from the Bank 
Group’s constituent units, As one of the largest and poorest less 
developed countries (LDCs), China is indisputably qualified for a 
sizable slice of the WBG’s combined financial resources. Even 
though it is still too early to tell the exact implications of China’s 
entry into the Bank Group for the LDCs, there has been much 
speculation that “China will get enough [WBG] money to have a 
significant impact on the shares of others.” Specifically, according 
to the Far Eastern Economic Review’s 1984 world banking survey, 
it was alleged that “the World Bank ... has budgeted to commit a 
third of its allocation for Southeast Asia over the next five years in 
China (or about US$7 billion).°* However, in the wake of a 
steep $7 billion slash in the IDA’s seventh replenishment (IDA-7, 
1985-87) which reduces the initially-proposed target of $16 billion 
to the present $9 billion, the general consensus is that there is now 
very little possibility for Beijing to obtain the originally-allocated 
share of the World Bank resources. 

Indeed, the PRC’s belated entry into the world economic scene 
has been viewed by some analysts as less than opportune at a time 
when the global economic environment is beleaguered by a multi- 
tude of woes. Continuing stagnation in the flow of official develop- 
ment aid from the OECD countries, declining contributions of con- 
cessionary funds from the major donor states in the West and rising 
protectionism in world trade are all taking a heavy toll of the 
Third World’s growth prospects. While most LDCs have managed 
to meet some of their external financing needs by resorting to private 
sources, the terms and conditions of commercial borrowing have 
deteriorated markedly since the late 1970s. The presence of these 
adverse global economic trends is bound to have a measurable im- 
pact on China’s accession to the world economy. This article offers 
a preliminary, empirical assessment of the PRC’s changing inter- 
national financial policies in the post-Mao era. 

For two decades between the late 1950s and the late 1970s, 
China’s policy toward external borrowing was, by world standards, 
one of extreme conservatism. Since the Sino-Soviet rift, this policy 
had been guided by the Maoist doctrine of self-reliant development 
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which, among other prescriptions, explicitly declared that:° 
China cannot procure funds for construction by contracting 
enslaving foreign loans at the expense of her sovereignty and 
independence. . . . In undertaking large scale socialist construc- 
tion, we have not borrowed a penny from the capitalist coun- 
tries. We have also completely paid off all our debts (including 


interest) to the Government of the Soviet Union. ... We rely 
solely on internal accumulation of funds for large scale con- 
struction. 


Throughout this two-decade period, the PRC’s foreign economic 
behavior stayed more or less within the ideological boundaries set 
by the Maoist doctrine, Not only did Beijing repay all Soviet debts 
ahead of schedule, it also adopted an international financial policy 
that came very close to being a cash trader.’ Undeniably, during 
the first halves of the 1960s and 1970s, the PRC did make limited 
use of short- and medium-term foreign credits in some international 
purchases, but they were mostly obtained in the form of “supplier 
credits” without involving direct commercial bank borrowing. Un- 
der this financial arrangement, a supplier who granted the credit 
Beijing did not charge the latter interest directly. Instead, interest 
(around 6 percent) was calculated in the price of a supplier’s prod- 
ucts. As such, the scheme allowed Beijing to disclaim “supplier 
credits” as a debt incurred to the foreign exporter, thereby per- 
petuating the claim that China “never relies on getting loans to 
solve [its] problems” and “is one of the few countries with neither 
internal nor external debts.” 

Although the Maoist claim was in reality not altogether un- 
challengeable, it was partially sustained by the indisputable fact 
that for two decades Beijing procured absolutely “no direct loans 
or buyer credits and no long-term borrowing.’* Even when limited 
“supplier credits” were accepted, there was much evidence to sub- 
stantiate the Chinese argument that, during the Maoist era, the 
PRC government “never neglected to build up financial autarky, 
using as few foreign funds- as possible for domestic production and 
construction.”® Owing to this austere approach to international eco- 
nomic translations, Beijing’s foreign debt position was comparative- 
ly quite modest vis-a-vis many other less developed and communist 
countries. According to one CIA estimate,’® China’s total outstand- 
ing debt by the end of 1977 was about US$1.3 billion (including 
$885 million of medium-term debt and $430 million of short-term 
debt) which amounted to only one-third of one percent of the coun- 
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try’s GNP. Its average debt-service ratio (i.e., the ratio between 
annual debt repayments and annual export earnings) during. the 
first half of the 1970s was 13.3 percent, a figure well below the 25 
percent “danger point” set by international lending institutions. 
All of these measures compared favorably with, for example, a 
country like the Soviet Union whose net foreign debt in the mid- 
1970s totaled $16.2 billion and amounted to 1.8 percent of GNP. 
In terms of debt-service ratio, the latter’s was on the average 6 per- 
centage points—i.e., 19 percent—higher than the Chinese.” 


SELF-RELIANCE DOCTRINE 


The restoration of Beijing’s representation in the United Nations 
(UN) in 1971 offered the Maoist leadership a world forum to 
proselytize its doctrine of self-reliance—particularly to the Third 
World nations—as an alternative development ideology to the inter- 
dependence concept popularly espoused by many advanced capi- 
talist states. To the Maoists, North-South interdependence within 
the context of “the present extremely unequal international eco- 
nomic relations” could dangerously “be distorted by [the dominant 
North] to mean that the developing countries must depend on the 
former and must obtain the former’s approval for any sovereign 
act they take to defend their economic rights and interests.” The 
self-reliance perspective thus strongly argued that the most “reliable 
way to develop national economy .. . lies in relying mainly on one’s 
own country’s efforts and resources and seeking as a supplement 
foreign aid that is based on equality and mutual benefit.” To ex- 
emplify the virtues of the Maoist principle, the PRC delegates in 
the UN regularly pointed to China’s noteworthy achievements in- 
cluding, among other things, its enviable low external-debt position 
and its proud record of being a net donor of economic aid to many 
Third World countries. By assuming a model-projecting role on the 
world stage, Beijing in the 1970s clearly believed that China’s self- 
reliant development experience had broad and profound implica- 
tions for the Third World. Like most other Maoist tenets, however, 
that conviction began to crumble in the wake of the political demise 
of the Gang of Four and its radical supporters in 1976. What fol- 
lowed was a confused period of model-searching by the post-Mao 
leadership, culminating in the official endorsement in late 1978 of 
what amounted to a de facto repudiation of the self-reliance doc- 
trine, namely, the “Open Door” policy.” 
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THE POST-1977.POLICY SHIFT 


Although for a while the transitional regime headed by Hua 
Guofeng still zealously upheld the Maoist position that “we do not 
allow foreign capital to exploit China’s resources nor do we run 
joint enterprises with foreign countries, still less beg them for 
loans,”™ the defense did not endure very long. Like most other as- 
pects of China’s post-1977 international economic. policy, the 
posture toward utilize external capital took a 180-degree turn soon 
after the “pragmatist” coalition led by Deng Xiaoping had gained 
political power in the PRC. The new leadership’s formal renuncia- 
tion (indeed, burial) of the Maoist policy took place during the 
Third Plenum of the 11th Congress of the Chinese Communist 
Party convened in December 1978 when then Minister of Foreign 
Trade Li Qiang publicly made the unprecedented announcement 
that henceforth Beijing would welcome foreign direct investment in 
China and accept loans and economic aid from both bilateral and 
multilateral sources.” 

Shortly after Li’s proclamation, officials of the PRC government 
proceeded to shop worldwide for credits, loans, and other external 
economic assistance, Predictably, 1979 was a very enterprising year 
for those Chinese and foreign representatives involved in the strenu- 
ous activities of credit/loan and aid negotiations. Members of the 
world banking community were apparently stirred by the wild pro- 
spect of adding a colossal customer to their lending business. Inter- 
national bankers reportedly flocked to the PRC, eager to extend 
credit to the Beijing government.’* In the ensuing months, the Bank 
of China signed numerous agreements with leading banking institu- 
tions in the West and Japan for both private commercial credits 
and government-backed export credits (i.e., commercial credits 
insured and/or guaranteed by the respective lending banks’ state 
financial institutions and normally tied to purchases of exports from 
the respective countries). Meanwhile, as part of China’s worldwide 
loan-seeking campaign, Beijing also submitted requests to a number 
of foreign governments for consideration of low interest, intergov- 
ernmental loans. Among the several responses, Belgium and Japan 
apparently returned with the most concessionary terms, The agree- 
ments for these two separate state-to-state loans were subsequently 
formalized in the spring of 1980. During the same period, China’s 
decision for the first time to become a recipient of UN technical 
and economic assistance also met a favorable response from the UN 
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Development Program (UNDP). In mid-1979, the latter organiza- 
tion established an office in Beijing and began studying the respec- 
tive funding needs and priorities of various Chinese-proposed pro- 
jects. 

Prior to the watershed decision of the Third Plenum, the WBG 
was one of Beijing’s favorite whipping boys in the UN; the Bank 
Group’s constituent members were often derisively labeled by the 
Chinese delegates as the “citadels of international capitalism.” 
Indeed, the Maoists’ hostility toward the WBG was such that the 
PRC’s UN delegation habitually refused to participate in any WBG- 
sponsored activity in that world organization and routinely ab- 
stained from voting on any UN resolution that was addressed to 
that multilateral institution.” By early 1979, however, all Chinese 
criticism of the WBG was suspended. Under the pressures of the 
modernization drive and the lure of the WBG’s enormous lending 
capital, the new leadership in Beijing decided to bid for the China 
seat (still occupied by Taiwan at the time) at the IBRD-IDA and 
the IMF. A flurry of behind-the-scenes activities ensued and, by the 
spring of 1980, agreements were reached that the PRC formally 
replaced Taiwan as a member of the WBG, thus giving Beijing 
access to the ample financial resources in that global institution. 

Evidently, China’s 1979-80 drive for foreign funds was a remark- 
ably successful campaign. At the end of 1980, Beijing was able to 
count on huge lines of commercial credit, several sizable conces- 
sionary loans, and other free economic assistance. During that year, 
the Chinese government added a new item, “revenue in the form 
of foreign loans,” in its state financial report and released for the 
first time China’s loan-repayment figures. The continual publica- 
tion of these figures in the subsequent reports issued by the Ministry 
of Finance suggests that foreign loans have now been explicitly 
included in the government’s national budgetary process (see Table 
1). Since 1980, the Chinese leadership has abandoned all previous 
inhibitions and made no secret that the practice of borrowing 
internationally will remain as a key element in China’s international 
financial policy in the foreseeable future. This position is unequivo- 
cally articulated in Premier Zhao Ziyang’s 1981 Government Work 
Report in which he pointedly declared that “to speed up our eco- 
nomic construction, it is definitely necessary to utilize as much 
foreign capital as possible, and first of all to utilize low interest 
loans and loans offered on relatively favorable terms.”"® Almost 
exactly a year later, Zhao repeated the same message in his Report 
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Table 1: External Borrowing in the PRC’s State Budget, 1979-1985 











: Percent Percent of 
External Borrowin Repayment on és 
Year in State Budget 5 ot State Principle & Interest a ae 
1979 3.5 (RMB billion) 3.2 (%) N/A (RMB billion) N/A (%) 
1980 4.3 4.0 2.2 2.0 
1981 73 6.7 N/A N/A 
1982 4.0 3.6 5.0 4.3 
1983 3.8 3.0 3.7 2.8 
1984 5.1 3.8 3.8 2.8 
1981-85 26.2 (official estimate) 4.4 24.3 (official estimate) 4,0 





Sources: Figures are from Finance Minister Wang Bingqian’s various reports on 
financial work and state budget on the Fifth National People’s Congress. 
These reports are routinely reprinted in Beijing Review (see September 29, 
1980; January 11, 1982; May 31, 1982; January 17, 1983; May 23, 1983; 
July 11, 1983). See also BBC, Summary of World Broadcasts, Part III/Far 
East, June 4, 1984, FE/7660/C/1-9. Percentages are calculated by the 
author based on state revenue and expenditure figures in these reports. The 
Chinese currency RMB’s official exchange rates against the US dollar during 
the 1979-1984 period were as follow: 1979, RMB 1.6; 1980, RMB 1.5; 
1981, RMB 1.8; 1982, RMB 1.9; 1983, RMB 1.9; 1984, RMB 2.5, See 
Asian Wall Street Journal, February 12, 1985, p.1 and p.5. 


on the Sixth Five-Year Plan (1981-85), emphatically urging that 
“efforts should be continued to use foreign loans efficiently ... in 
order to increase the use of foreign funds to a suitable extent.’ 
These high-level official pronouncements, plus the recent policy 
trends, indicate that the post-Mao regime is developing a more 
open and long-term commitment to international borrowing and 
seeking external economic aid. 


COMMERCIAL AND INTERGOVERNMENTAL LOANS 


Beijing had obtained its major lines of foreign commercial credit 
and government-backed export credit during 1979-80. Thereafter, 
only a few additional agreements were signed in the insuing years. 
By the end of 1981, the Chinese had at their disposal a total of 
US$9.7 billion in private commercial credits and $20.8 billion in 
government-backed export credits, nearly all of which were offered 
by the leading commercial lending institutions in the developed 
capitalist states (see Table 2). Despite the huge amount, Beijing 
had hitherto drawn down only a fraction of it. In the case of private 
commercial credits, the reluctance stems chiefly from their high 
interest rates and short repayment schedules. Almost all of the 
agreements in this category have set the interest-rate at 0.25-0.5 


Table 2: Lines of Commercial Credit and Intergovernmental Credit, 
1978 to Early 1985 


Amount Terms 








Private Commercial Credits (1978-1981): 
— Leading banks from Canada, France, 
Hong Kong, Japan, United Kingdom, Short-term at market 
United States, and West Germany .. US $9,690.0 million rates 
Government-Backed Export Credits 
(1978-1981): 
— Lending countries include Argentina, 
Australia, Belgium, Brazil, Canada, 


France, Italy, Japan, Norway, Sweden, Medium-term at rates 
United Kingdom, United States, and between market’ and 
West Germany .........cc cece cece $20,799.0 million concessionary 


Intergovernmental Development Assistance 
Credits (1979-1985) : 
— Lending governments include Belgium, Long-term at conces- 
Denmark, Italy, Japan, and Kuwait .. $3,817.4 million sionary rates 
Total $34,306.4 million 
Sources: Data in this table are from a variety of primary and secondary sources. 
See Almanac of China’s Economy 1983 (Hong Kong: Modern Cultural 
Co., 1984), pp. 497-499; Beijing Review, January 21, 1985, p.29; Far 
Eastern Economic Review, April 5, 1984, p.12; Intertrade (February 
1985), pp. 50-53; JETRO China Newsletter (March-April, 1984), pp. 5-8; 
and Friedrich W. Wu, “External Borrowing and Foreign Aid in Post-Mao 
China’s International Economic Policy: Data and Observations,” Columbia 
Journal of World Business XIX (Fall 1984), pp. 53-61. 


percent above LIBOR—i.e., London Inter-Bank Offered Rate, 
floating at around 15—17 percent during the period between 1979 
and 1981—and have stipulated the repayment period ranging from 
three to five years. Given such less-than-favorable terms, the Chi- 
nese understandably would rather look for more benign alternatives 
elsewhere, which evidently became available after mid-1980. “In 
the meantime,” as one recent world banking survey has confirmed, 
“there is relatively little commercial lending to China, though... 
banks are falling over themselves to lend.””? 

In the case of government-backed export credits, their terms— 
averaging 7.5 percent interest and 8—10 year repayment—are some- 
what more “reasonable” in the Chinese eyes. However, their usage 
is by and large restricted to the purchases of the lending countries’ 
exports. Since Beijing has been holding back its imports as a result 
of the economic “readjustment” policy initiated in 1979, which is 
scheduled to last until the end of the Sixth Five-Year Plan (1981- 
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85), no substantial amount of government-backed export credits 
has been drawn down by the Chinese. According to various esti- 
mates, Beijing has thus far used no more than $1.0 billion of the 
total $20.8 billion export credit lines.” 

As mentioned earlier, the PRC had approached, among other 
foreign governments, Japan and Belgium in 1979 for low-interest, 
concessionary loans. The original request forwarded to Tokyo was 
US$5.5 billion which was almost five times the sum of all official 
loans committed by the Japanese government in 1978.” The amount 
proved to be too large even to the sympathetic Ohira administra- 
tion. In the two final agreements signed separately in April and 
October 1980, the PRC was granted two governmental loans total- 
ing $490 million. The same low interest rate (3-3.5 percent) and 
concessionary repayment schedule (30-year repayment after a 10- 
year grace period) were applied to both loans. Between 1981 and 
1984, the Japanese government extended four additional loans-— 
$275 million in 1981, $272 million in 1982, $287 million in 1983, 
and $2,080 million in early 1984—to Beijing. Although the most 
recently approved amount is quite substantial, it is to be disbursed 
through a period of seven years beginning April 1, 1984 and carries 
a slightly higher interest rate of 3.25~3.6 percent. Virtually all of 
the six Japanese official loans, which now add up to a gross value 
of $3.4 billion, have been earmarked for financing the construction 
of large-scale industrial and infrastructural projects in the PRC. 

The four state-to-state loans secured from Belgium between 1980 
and 1983 were much smaller (totaling US$64 million) and were 
all tied to the purchases of industrial equipment from that country. 
However, the Belgians charged no interest for their loans, while 
extending the same generous 30-year repayment schedule to the 
Chinese. During the same period, two other Western European 
governments—Denmark and Italy—had likewise accorded loans up 
to a combined total of US$169.4 million to the PRC. While details 
of these two official agreements are not known, it may be safe to 
assume that their terms do not deviate markedly from those signed 
between Beijing and Brussels. 

Between 1982 and early 1985, Beijing also succeeded in per- 
suading Kuwait’s Arab Economic Development Foundation to grant 
five intergovernmental loans to China comprising a total of US$180 
million. The five separate loan agreements stipulate different inter- 
est rates (from 1.5-3.5 percent) and repayment schedules (from 
18 to 20 years with three to five grace years). Like the Japanese 
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loans, the Kuwait loans have also been designated for funding the 
construction of Chinese industrial and infrastructural projects. 

In view of their highly concessionary character, it is quite evident 
that Beijing will strive to obtain and utilize more intergovernmental 
loans in the foreseeable future, while continuing to rely on its huge 
lines of private commercial credit and government-backed export 
credit only sparingly. 


LOANS FROM THE IBRD-IDA AND THE IMF 


The PRC’s “rejoining” the WBG in the spring of 1980 brought 
immediate economic benefits to the country’s modernization drive. 
Apparently, the lure of the IMF’s large pool of lending capital, the 
IBRD’s project financing, and the IDA’s interest-free credit for 
poor (low per capita income) LDCs was such that Beijing was 
willing to submit itself to the stringent membership requirements 
and conditionality for loans which previously would be regarded as 
an infringement on China’s sovereignty.” At the time of its initial 
entry, the PRC inherited Taiwan’s low quotas (which determine 
a country’s borrowing rights and voting power in both institutions) 
of SDR 550 million in the [MF (equivalent to US$700 million, or 
the 17th place in the hierarchy) and 7,500 shares of the IBRD’s 
capital stock. There was then much speculation that China might 
demand special drawing rights commensurate to its huge popula- 
tion, GNP, and share of world trade, thereby effecting a major 
realignment of drawing rights among the LDCs in the IMF and 
concomitantly a significant loss to such large borrowers as Bangla- 
desh, India, Indonesia and Pakistan. Similarly, there was some ap- 
prehension among the Third World representatives in the WBG 
that the extant balanced voting structure might be disrupted by a 
possible Chinese claim to one of the several elected seats reserved 
for LDC groups on the IMF and the IBRD Boards of Executive 
Directors and at least one Asian group directorship.” This latter 
fear, however, was soon dispelled by a WBG resolution to grant 
Beijing an exclusive seat on both boards, thus expanding the num- 
ber of seats from 21 to 22 in the IMF and from 20 to 21 in the 
IBRD. On the other hand, the PRC’s intense lobbying efforts in 
the WBG to enlarge its borrowing power since 1980 have done 
much to fuel and sustain the first speculation. Less than six months 
after its official entry, Beijing succeeded in convincing the WBG to 
have its IMF quota increased to SDR 1.2 billion (about US$1.6 
billion) and its share of the IBRD’s capital stock to 12,000. Two 
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Table 3: China’s Shares/Subscriptions/Quotas and Voting Powers in the 
IBRD-IDA and the IMF as of Mid-1984 





Rank in Rank in 
% of IBRD/ IBRD/IDA Dumper KOOLIDE EI IBRD/IDA 
I 








Shares/Subscrip- IDA/IMF JIMF 
tions /Quotas /IMF Hier- 
Q Total Hierarchies Votes Total archies 
IBRD 23,482 shares (or 
2,348,200 SDRs) 4.32 6 23,732 4.09 6 
IDA US$34.0 million 0.12 24 91,311 1.90 12 
IMF 2,390.9 million SDRs 2.68 9 24,159 2.60 9 


Sources: IMF, Annual Report 1984 (Washington, D.C.: International Monetary 
Fund, 1984), pp. 154-156; IMF Survey (September 1984, Special Supple- 
ment), p.4 and p.7; The World Bank Annual Report 1984 (Washington, 
D.C.: The World Bank, 1984), pp. 176-178 and pp. 192-195. 


subsequent across-the-board raises for all IMF members in 1980 
and 1983 had brought China’s quota to SDR 2.4 billion (or $2.6 
billion). As a result, the PRC now occupies the gth place in the 
IMF hierarchy (see Table 3). Because a member state’s quota in 
the IMF is, under the WBG’s provisions, proportional to those in 
the IBRD and the IDA, Beijing’s upward quota adjustments in the 
former resulted in similar increases in the two latter organizations. 
Accordingly, China’s subscriptions of the IBRD’s and the IDA’s 
capital stocks have also been upwardly revised, reaching the cur- 
rent 23,482 shares in the former (6th place) and US$34.0 million 
in the latter (24th place) (See Table 3). 

During the first year of its participation in the IMF, Beijing 
emptied its reserve tranche (first quarter of China’s designated 
quota) in two separate drawings which together amounted to $470 
million. In March 1981, in response to a sharp trade deficit for 
1979-80, Beijing made its first credit tranche drawing of SDR 
450 million (about $550 million, second quarter of China’s IMF 
quota). ‘The latter carried less favorable terms (3—5 year repayment 
with interest and service charge of 6.4 percent and 0.5 percent, 
respectively) than the former which was interest free, At about the 
same time, China obtained an additional loan of SDR 309 million 
($365 million) from the now defunct IMF Trust Fund in highly 
concessionary terms (10-year repayment and 0.5 percent interest). 
In all, during its first year in the IMF, the PRC borrowed approxi- 
mately $1.4 billion from that global financial institution. Although 
Beijing could have borrowed substantially more (theoretically up 
to a ceiling of 600 percent of its quota, or $14.3 billion), it refrained 
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from: doing so. Nor has it made any further drawing since 1981. 
One obvious reason is the progressively stringent conditions of the 
Fund’s higher credit tranches which undoubtedly deter many mem- 
ber governments (including the PRC) from unrestrained borrow- 
ing. But a far more important explanation is China’s significantly 
improved trade balance and hard currence reserve levels since 1981 
which has rendered it difficult for Beijing to justify in the eyes of 
the IMF staff China’s need for additional drawings.” Indeed, in 
1983, the Chinese government repaid in full its first credit tranche 
drawing of SDR 450 million ($550 million) to the IMF. 

Initially, the $800 million allocated by the World Bank to China 
for the 1981-83 period consisted of a 25:75 distribution between 
the IDA’s soft (interest free except for a small service charge) 
money and the IBRD’s hard (market interest) money. However, 
after repeated strong protests from the Chinese, the Bank finally 
yielded and agreed to an even split. The Bank’s first loan to China 
was approved in November 1981 in the sum of $200 million—$100 
million from the IDA and $100 million from the IBRD—for a 
University Development Project. In December that same year, 
Beijing created the China Investment Bank to serve as an immedi- 
ate monetary institution in handling and dispensing World Bank 
loans to projects inside China.” 

Between mid-1982 and end of the Bank’s 1984 fiscal year, six 
more IDA loans and 10 more IBRD loans were granted to the PRC 
for the financing of 16 development projects. Thus cumulatively, 
total IBRD-IDA loans to China during the first three years of its 
participation in the transnational organization reached the sum of 
$1,913 million (IBRD loans—$1,179 million; IDA loans—$733.9 
million. See Table 4). In spite of the seemingly large absolute 
figure, that amount still represents a small fraction—1.4 percent— 
of the two multilateral institutions’ cumulative lending operations 
which in combination approached the garguntuan sum of US$135.2 
billion at the end of their 1984 fiscal year (see Table 4). Beijing’s 
share appears to be particularly minuscule when it is juxtaposed 
against those received by, for example, India and ASEAN which, 
respectively, have hitherto claimed 15 percent and 13 percent of 
the IBRD-IDA’s overall financial resources.” 

Although during his visit to the PRC in May 1983 World Bank 
President Alden W. Clausen pledged that the Bank would signifi- 
cantly augment its lending commitments to China to a total of 
$2.4 billion for the 1984 and 1985 fiscal years, he did not specify 


FLW.Y. Wu 69 


Table 4: Cumulative IBRD/IDA/IMF Loans to China as of Mid-1984 











% of IBRD/ 
IDA’s Total 
Number Million Cumulative Loans 
of Loans US Dollars to All Countries Remarks 
IBRD 11 1,179.1 1.2 From market to slightly 
below market terms 
IDA 7 733.9 2.2 Concessionary terms 
Total 18 1,913.0 14** 








From concessionary 

(Trust Fund and Reserve 

Tranche) to near market 

(Higher Credit Tranches) 

terms. $550 million re- 
IMF 4 1,393.0 N/A paid in 1983. 


Sources: IMF, International Financial Statistics (October 1984), pp. 146-147; The 
World Bank Report 1984 (Washington, D.C.: The World Bank, 1984), 

pp. 210-212. 
** This figure is computed based on the combined total of IBRD and IDA cumulative 
lending operations which reached the amount of US$135,219.4 million in mid-1984., 





what proportion of that sum would be in the form of concessionary 
IDA funding.” Loan statistics released by the Bank subsequent to 
Clausen’s visit indicate that only about one-third of the combined 
amount of $1,773 million allocated to China for the two fiscal years 
would be on concessionary terms.” This combined figure is $627 
million less than the $2.4 billion originally pledged by Clausen. 
Owing to a drastic reduction in the seventh IDA replenishment 
(IDA-7, 1985-87) from the initially-planned $16 billion to the 
present $9 billion (also down from $r2 billion in IDA-6), Beijing’s 
prospects of restoring the Bank’s lending commitments to the origi- 
nally promised level and, more importantly, obtaining a larger. share 
of its future apportioned loans on concessionary terms are now 
becoming increasingly dim. Indeed, because of the deep cut, officials 
of the World Bank have predicted that “the blend of [IBRD-IDA] 
lending to China... will harden further in the years ahead.’”° 


EXTERNAL BORROWING AND OUTSTANDING DEBT 


As mentioned earlier, the Chinese Ministry of Finance has begun 
since 1980 to release China’s loan and repayment figures in its state 
budget. reports. These figures have been extracted from the past 
several reports and listed in Table 1. The Chinese have provided 
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no information on how their annual loan figures have been aggre- 
gated according to the lending sources and their respective amounts. 
Consequently, analysts in the West are deprived of the opportunity 
to verify the accuracy of these Chinese reported figures. Some dis- 
crepancies do exist between the latter and various Western estimates. 
For instance, according to one IMF study in 1981, China’s foreign 
loans for 1979 and 1980 were, respectively, $2.6 billion and $2.9 
billion.” These figures differ markedly from the Chinese which are 
RMB 3.5 billion (about $1.9 billion) and RMB 4.3 billion (about 
$2.4 billion, respectively, It is unclear whether the Chinese have 
deliberately and systematically under-reported their foreign loan 
figures, At this point, however, one should treat the Chinese data 
with a healthy dose of skepticism. 

On the basis of the Chinese reports,. Beijing has allegedly bor- 
rowed between 1979 and 1984 an average of RMB 4.7 billion (or 
$2.5 billion) per year and has estimated that, during the entire 
Sixth Five-Year Plan (1981-85), China would have to utilize a 
total of RMB 26.2 billion (or $13.8 billion) foreign loans. Judging 
from the budgeted repayment figure, RMB 24.3 billion (or $12.8 
billion), the Chinese seem eager to clear their debt at the earliest 
possible time (see Table 1). This intention is evidently confirmed 
by the country’s low level of outstanding debt—US$4.0 billion—at 
the end of 1984 (see Table 5). Of this total, less than a third is 
reckoned to have been incurred from commercial sources.” A debt 


Table 5: Estimated Total Outstanding Foreign Debt and Hard Currency 
Reserves of the PRC, 1978-1984 


[Billion US Dollars] 








Outstanding Foreign Debt Hard Currency Reserves 
1978 2.5 1.6 
1979 5.1 2.2 
1980 6.0 2.6 
1981 5.7 5.1 
1982 4.4 11.3 
1983 3.0 14.3 
1984 4.0 16.0 








Sources: Figures for 1978-1982 are from CIA, China: International Trade, Fourth 
Quarter, 1982, EACIT83-002 (June 1983), p. viii. Data for 1983-84 are 
from Asian Wall Street Journal, April 9, 1984, p.8; Asian Wall Street 
Journal, July 13—14, 1984, p. 1; Beijing Review, February 11, 1985, p. 16; 
Business China, April 25, 1984, p. 58; Far Eastern Economic Review, janu- 
ary 10, 1985, p. 52. 
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of this size and mix is really quite moderate by today’s LDC stand- 
ards and is readily manageable by the Chinese, One indication of 
the PRC’s strong repaying capacity is its consistently low debt-serv- 
ice ratio, averaging to less than 10 percent for the 1979-1983 period 
and declining sharply to an unprecedented low of five percent a 
year later.” Another index that shows “China [to be] a most credit- 
worthy nation” is the huge hard currency reserves amassed by 
Beijing in recent years which, at the end of 1984, soared to a record 
height of $16.0 billion, or the sixth largest in the world (see Table 
5). This hefty sum is more than enough to cover China’s imports 
for almost nine months and equals no less than four times the size 
of the country’s outstanding debt in 1984. 

Such a comfortable financial cushion is not necessarily a com- 
plete blessing, however. By hoarding up their garguntuan reserves, 
the Chinese might risk missing economic opportunities in the on- 
going modernization drive and at the same time face difficulty in 
justifying China’s claims to concessionary funds from such multi- 
lateral development institution as the WBG. Some Chinese econo- 
mists are evidently cognizant of these pitfalls and have proposed 
spending up to one-third of the present reserves before the expiry of 
the Sixth Five-Year Plan.” By doubling its allocation of state funds 
for technology and equipment imports for 1985, Beijing’s Ministry 
of Foreign Economic Relations and Trade is apparently heeding this 
recommendation.” However, owing to severe import cutbacks dur- 
ing much of the Sixth Five-Year Plan and to swiftly escalated 
earnings from exports, net invisibles, and direct investment since 
the inauguration of the “Open Door” policy, the trend of reserve 
build-up by the Chinese will in all likelihood persist through the 
end of the current Plan in 1985. Thereafter, the momentum will 
inevitably wane. To finance their country’s anticipated import 
growth during the Seventh Five-Year Plan (1986-1990), the PRC 
leaders will have to draw down their hitherto store-up reserves and 
expand their volume of international borrowing. As the authorita- 
tive Beijing Review has candidly admitted, although “China has 
maintained a favorable balance of international payments” in the 
recent past, “the increase in China’s foreign exchange reserves is 
only a temporary phenomenon. From the long-term point of view, 
China’s foreign exchange reserves are still insufficient [and] will 
still have to borrow from world financial organizations and other 
countries,” 

Notwithstanding the present availability of huge lines of foreign 
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credit to the PRC, the Jatter’s strong debt-servicing capacity, and 
its leaders’ growing recognition of the critical role of external 
capital in China’s modernization, Beijing’s approach to interna- 
tional borrowing has so far been marked by prudence and restraint. 
Evidently, the post-Mao leadership is extremely sensitive to the debt 
squeeze problem that is afflicting so many Third World economies 
today. Witnessing the mammoth (and still mounting) LDC debt— 
currently estimated at around US$800 billion—and the looming 
threat of large and progressive default,” the Chinese have no doubt 
drawn valuable lessons from the global debt crisis and determined 
to stick closely at least in the short run to its cautious stance. 

More recently, however, some PRC economists and high-level 
policymakers have begun to question the wisdom of their country’s 
hitherto conservative, low-profile policy and the countenance to 
adopt a more aggressive borrowing scheme henceforth is increasing- 
ly gathering force within Beijing’s decisionmaking circles. Among 
the advocates of this new and audacious posture is the outspoken 
General Secretary of the Chinese Communist Party, Hu Yaobang, 
who in late 1984 disclosed to foreign journalists that he endorsed 
the idea of significantly augmenting China’s borrowing from abroad 
by doubling its target for the next decade.” This ambitious aim 
entertained by Hu and his associates was later accorded official 
sanction when Wei Yuming, the highly visible Vice-Minister of 
Foreign Economic Relations and Trade, unveiled in December 1984 
the government’s Seventh Five-Year Plan (1986-1990) to an as- 
semblage of overseas investors. In order to fulfill the Plan’s pre- 
scribed economic goals, according to Wei, Beijing intends to raise 
during this time span a total of US$23-25 billion “low interest 
loans from foreign governments and international financial institu- 
tions”—a figure that, in both aggregate and average annual (i.e., 
about $4.6—5.0 billion per year) terms, is twice the amount China 
is seeking for the current Plan.” 

Although this seemingly highly inflated new target corresponds 
only to what the World Bank’s 1981 study of the Chinese economy 
has reckoned to be a “moderate” level of borrowing (see Table 6), 
under the Bank’s projected scenario, Beijing’s supposedly modest 
loan objective would almost certainly precipitate an undesirable 
escalation in the PRC’s external debt during the next five-year 
period. More specifically, the Bank has estimated that China’s debt 
burden would rise by at least five-fold, from US$4 billion in 1984 
to $20 billion in 1990. Beijing’s capacity to service its considerably 


Table 6: Alternative PRC Growth Scenarios, 1980-1990: The World Bank Study 





GDP: Annual Growth Rate 
(1980-1990) 


Manufactured Goods Exports: 
Annual Growth Rate 
(1980-1990) 


Manufactured Goods Exports in 
1990 


Foreign Exchange Earnings in 
1990 


Foreign Exchange Earnings: 
Annual Growth Rate 
(1980-1990) 


Gross Borrowing in 1990 


Imports: Annual Growth Rate 
(1980-1990) 
Imports in 1990 


Debt Outstanding in 1990 


Debt-Service Ratio in 1990 


Moderate Growth 
Scenario 


4 percent (1980-85) 
5 percent (1985-90) 


10 percent (constant 
prices) 


$18.7 billion (1980 
dollars) 

$33.4 billion (1980 
dollars) 

5 percent (constant 
prices) 


$4.6 billion (1980 
dollars) 

$9.0 billion (1990 
dollars) 

6 percent (constant 
prices) 

$36.1 billion (1980 
dollars) 

$20 billion (1980 
dollars) 

$41 billion (1990 
dollars) 

5.7 percent (conces- 
sionary) 

7.9 percent (market) 


Higher Growth 
Scenario 





5 percent (1980-85) 

6 percent (1985-90) 

15 percent (constant 
prices) 


$31.3 billion (1980 
dollars) 

$44.6 billion (1980 
dollars) 

8 percent (constant 
prices) 


$10.2 billion (1980 
dollars) 

$20.0 billion (1990 
dollars) 


9 percent (constant 
prices) 

$51.4 billion (1980 
dollars) 

$40 billion (1980 
dollars) 

$79 billion (1990 
dollars) 


**7.6 percent (conces- 


sionary) 
10.4 percent (market) 


**If fail to achieve 15 


percent annual growth 

rate of manufactured 

exports, then the ra- 

tios would be: 

10 percent (conces- 
sionary) 

14.5 percent (market) 





Source: China: Socialist Economic Development, Volume One (Washington, D.C.: 
The World Bank, 1983), pp. 201-212. 


expanded foreign debt would to a great extent hinge upon whether 
the Chinese economy could achieve an annual 10 percent hike in 
manufactured exports, a growth rate which in the Bank’s opinion 
would in turn sustain a steady five percent annual increase in 
China’s foreign exchange earnings. Concomitantly, in order to keep 
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the country’s projected current account deficits manageably small, 
the PRC would have to restrain its import appetite to an average 
growth rate of no more than six percent a year throughout the 
entire period covered by the Plan. 

While the World Bank study has also postulated an alternative, 
“higher” borrowing scenario for the Chinese economy (see Table 
6), the recently revealed foreign loan target for the Seventh Five- 
Year Plan has made it amply clear that the PRC leaders are not 
opting for the more ambitious model in the short or even the 
medium run. A major reason is perhaps that, faced with a progres- 
sively less benign global economic environment, there is some fear 
among the Chinese economic planners that even their “moderate” 
borrowing objective might not be easily fulfilled. As indicated at 
the outset of this article, not only the flow of official development 
aid from the OECD countries to the Third World has stagnated 
since the early 1980s, but the same declining generosity of these 
major donor states in the West has also brought about a dwindling 
supply of concessionary funds from multilateral development banks. 
In the latter case, the most recent casualty is the IDA’s seventh 
replendishment whose serious shortfall is now adversely affecting 
the PRC’s share in that financial institution’s shrinking resources. 
In short, given these somber global economic trends, it seems highly 
improbable that the Chinese would be able to meet their long-term 
external financing needs by limiting their reliance on the existent 
concessionary funding channels alone. In the immediate future, 
Beijing would have to tap more commercial loans from world 
capital markets on the one hand and, on the other hand, to look 
for new sources of concessionary funding. 
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SINGAPORE’S MANAGEMENT OF 
ITS SECURITY PROBLEMS 


By Bilveer Singh 





those in the Third World. While the problems of each state 

are unique to itself, intra and inter-elite struggles, sharp and 
irreconcilable polarizations in society, subversion, irredentist and 
insurgency movements, which are more often than not, backed by 
external elements, dangers from neighboring states and the threats 
posed by the major powers operating in the region, are the root 
causes of insecurity.’ In this context, a country’s security can be 
defined as the state of being relatively free from internal and exter- 
nal threats to its core values and interests. This requires immunity 
from military, political, economic and ideological threats, 

The security concerns of small states were dramatically high- 
lighted by the Falklands War and the American military interven- 
tion in Grenada. For small states, security problems are especially 
acute because by definition such states lack the wherewithal to de- 
fend themselves from external attacks. In the light of this proposi- 
tion, this article examines the security problems of a small Southeast 
Asian state, Singapore. The following questions will be examined: 
Why is the island Republic almost paranoid with security concerns? 
What are its main sources of threats? How has the Republic at- 
tempted to manage its security problems? 

The concept of security has remained ambiguous and has been 
approached by Third World states from various dimensions.? What 
has been Singapore’s approach? In 1976, Lee Khoon Choy, a for- 
mer senior minister of state for foreign affairs, stated that security 
has two main aspects: “One is the area of conflict between states, 
which can arise from conflicts in national interests, some legitimate, 
some not.... The other aspect of security is the threat from local 
Communists and other subversives.”? More recently, Prime Min- 
ister Lee Kuan Yew declared that “by security I mean defense 
against threats to our survival, whether the threats are external or 
internal.” Goh Chok Tong, the former defense minister and pres- 


S ECURITY problems are endemic to all states, especially to 
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ently the first deputy prime minister, on the other hand argued 
that “any event, force or country that threats our vital interests is 
a threat to our security.” He listed four vital interests of the Re- 
public as follows: sovereignty, territorial integrity, secure supply 
of food and the economic lifeline. l 

These definitions highlight the basic: theme that has dominated 
the Republic’s security planners, namely, defense against domestic 
and foreign threats. These definitions attempt to convey a “mini- 
malist” approach to national security,® where security is approached 
from the diplomatic-strategic perspective, with the overall focus 
being directed towards the protection of the state from physical 
attacks from within and without. In practice, however, the Re- 
public’s leaders have tended to be “maximalists,” being concerned 
with both the physical and non-physical threats to the state. This 
has been largely influenced by the factors that underpin - their 
threat perceptions and any discussion of Singapore’s security prob- 
lems must be prefaced by the recognition of these elements, These 
are its geography, demography, economy and the leadership’s past 
experience, 


GEOGRAPHY 


With a geographical size of 621 square kilometers, Singapore is 
by far the smallest: state in Southeast Asia in terms of land area. 
It is also the only island state in the region. Located at the southern 
end of the Straits of Malacca, it is the focal point of east-west, 
north-south trade and air-sea communications. It is a gateway to 
both the Indian and Pacific Oceans. The favorable location and 
modern infra-structure have made the Republic the second busiest 
port in the world after Rotterdam. Until the British implemented 
their “East of Suez” policy, Singapore was the location of an im- 
portant military base which was pivotal to the whole system of 
Western defense in the region. Because of its strategic location, 
guarding one end of the Straits of Malacca, Singapore’s significance 
as a strategic asset did not recede following the British Labour 
Party’s decision to close down its Singapore base in 1971. Added 
to its small size and strategic location, the security perceptions of 
the Republic’s leaders have been shaped by the country’s location 
between two large Malay neighbors: Malaysia to the north and 
Indonesia to the south. The proximity to these two states with 
divergent ethnic-religious orientations-and which have not always 
been friendly, have created complex and almost insurmountable 
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security problems for the Republic. 
i DEMOGRAPHY . 


According to the latest available data, Singapore had a popula- 
tion of 2.5 million’ in mid-1984, with the Chinese numbering 1.93 
million (76.6 per cent), Malays 374,000 (14.7 per cent), Indians 
162,000 (6.4 per cent) and others 57,100 (2.3 per cent).’ On gain- 
ing its independence in August 1965, Singapore became the first 
state in Southeast Asia to have political power vested in the hands 
of the local:Chinese. The predominantly Chinese population placed 
Singapore apart from its Malay neighbors: More significant, the 
Chinese in Southeast Asia have been the object of jealousy, hatred 
and persecution, and are still perceived as a potential “fifth column” 
and a-vanguard for Chinese (People’s Republic of China) expan- 
sionism. In view of this fact, the preponderance of ‘Chinese de- 
mographic strength has created security problems and the Republic 
has been charged with being a “Third China.” Viewed largely as a 
“Chinese state” in a “Malay Sea,” the Republic faces acute politi- 
cal, economic and military problems vis-a-vis its larger and often, 
difficult Malay neighbors, and this has played a crucial role in 
shaping the security perceptions and policies of the Singapore 
leaders, 


ECONOMY 


Since Stamford Raffles founded Singapore in 1819, entrepot 
trade has been mainly responsible for the island’s economic growth. 
Lacking in almost all natural resources, the Republic thrived eco- 
nomically by using the region as its hinterland. But as the neighbor- 
ing states began to market their own products and reduce.the need 
for a middleman, the Republic was forced to diversify its economy, 
and hence the two “Industrial Revolution.” The successful diversi- 
fication is well reflected in the estimated net foreign exchange 
earning in 1983. Out of the total income of $13,578 million, manu- 
facturing accounted for $6,896 million (50.7 per cent), transport 
and communications $2,645 million (19.4 per cent), tourism 
$12,191 million (16.1 per cent), financial, business and other serv- 
ices $546 million (4.1 per cent) and trade $1,237 million (9.1 
per cent).® This. was a far cry from the pre-1965 era when trade 
was the principal foreign exchange earner. Economic nationalism 
of the neighboring countries and the British military withdrawal 
(the bases contributed some 20 per cent to the local economy) were 
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responsible for the forced transformation of the Republic’s or orien- 
tation from being a “regional” to a “global” city. Today, Singapore 
is a major financial and banking center, and depends on world 
trade for its economic viability and buoyancy. The total lack of 
natural resources and its near total dependence on world trade 
have made the Republic’s economy highly vulnerable to the vagaries 
of world trade cycles, This in turn affects the Republic’s political 
health and hence has tremendous implications for the country’s 
security. 


LEADERSHIP’S EXPERIENCE 


In addition to its geography, economy and demography, the 
security perceptions of the Singapore leaders have been fashioned, 
to an important degree, by their political experiences. Before Singa- 
pore became a sovereign state, the People’s Action Party (PAP), 
the ruling party in Singapore since 1959, widely held the view that 
an independent Singapore was “a political joke.” This was largely 
influenced by the belief that the constraints imposed by geography, 
lack of natural resources and demography would make Singapore 
a non-starter as an independent state. Also important was the turbu- 
lent period through which the PAP guided the country, especially 
with reference to the violent labor strikes, racial riots, Communist 
and non-Communist struggle for power and the troubles with the 
neighboring states. This experience embedded in the leadership 
thinking a strong belief that the country cannot afford to make mis- 
takes or falter in any way, and that if it does, it would not be able 
to recover. This “do or die” attitude was clearly enunciated by the 
prime minister when he warned: “This time, we are playing for 
keeps, and if we make a mistake, there is no safety net underneath. 
You will fall down and the chances are you will never get up 
again.” This fear of failure has had its impact on the country’s 
security policies and partly explain the various efforts undertaken 
since 1965 to ensure the Republic’s security. 

On the whole, the limitations imposed by geography, demogra- 
phy, economy and the leadership’s experience have conditioned the 
Republic’s high sense of vulnerability. It is because of these factors 
that instability in any form or shape is viewed with great concern 
and misgiving, both domestically and regionally, and explains the 
no-nonsense strict code of conduct that is expected from its own 
populace and the Republic’s vocal stand on issues involving the 
violation of territorial integrity and sovereignty. 
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SOURCES OF THREATS 


For convenience, the internal and external threats will be dis- 
cussed separately. This should, however, not mislead us into be- 
lieving that they are not related. Indeed, the PAP leadership view 
with great concern the external sources of threats and how these 
can destabilize the city-state domestically, especially with reference 
to local leftist and Communalist forces. 

Communism and Communalism constitute the two main sources 
of threats for the Republic from within. Due to space considera- 
tions, this article will not discuss two other dangers, namely, the 
threat from terrorism and the insecurity caused by secret society 
activities.!! l 

Since the declaration of Emergency in 1948,° both Singapore 
and Malaysia have viewed the Communist Party of Malay (CPM) 
as a threat to their national security. The CPM adopted two 
strategies to overthrow the governments: armed struggle and united 
front tactics. The CPM’s campaign of violence and terror was put 
down by the Malayan and later Malaysian government with Com- 
monwealth (mainly British) assistance. However, in June 1968, 
the Central Committee of the CPM announced a new policy of 
armed struggle against both Malaysia and Singapore.” There has 
never been a separate Communist Party of Singapore: the CPM 
has continued to regard Singapore as part of the “Malayan” politi- 
cal entity. Though the Communist threat is not as serious as it was 
formerly or is presently in Malaysia, the intermittent arrest of CPM 
members demonstrates that the Communist threat is far from 
academic, In 1976, the former home affairs minister, Chua Sian 
Chin reported that “since 1969, Singapore has seen twenty-two 
incidents of arson and eleven bomb incidents committed by Com- 
munist and pro-Communist elements.”"* In addition to the CPM’s 
campaign of pamphleteering and flag-hoisting, the party has been 
active establishing its network and infrastructure in the Republic. 
While it is true that Singapore’s economic prosperity has denied 
the CPM the use of economic difficulties as a propaganda tool, its 
long term goal of overthrowing the government by infiltration and 
terrorism remains unaltered. The arrest of 30 underground mem- 
bers of the Malayan National Liberation Front, an arm of the 
CPM, in June 1974, 50 iri May 1976, 39 in October 1977, 9 in June 
1979 and 13 in 1980, indicates the critical extent of the CPM 
threat.» 
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Tough measures by the government, effective internal security 
intelligence and laws, economic prosperity and the general stability 
have, however, made the ground unfavorable for the Communists. 
The CPM suffered its most severe crackdown in Singapore in 1976- 
1977,° and since then, the party has attempted to revitalize itself 
by readjusting its strategy for infiltration and subversion. This in- 
cludes: 

L Revising united front activities by penetrating open and legal 
organizations, such as political parties; civil and cultural organiza- 
tións, while continuing with their armed struggle. 

2. Improving the quality of members, paying more attention to 
winning over students,- intellectuals and professionals. 

3. Broadening their appeal by collaborating with those’ non- 
Communists whom they can manipulate with the objective of estab- 
lishing “democratic. coalition government” as a first step towards 
a complete takeover.” 

The success of the government in suppressing and containing the 
Communists has not totally removed the CPM danger to Singapore. 
When a British reporter questioned the prime minister on whether 
there was still a Communist menace to Singapore, Lee Kuan Yew’s 
answer summed up the government's threat perception as far as 
the CPM was concerned i in ee following terms: 

I would like to say “no.” But I have to be honest and say 
there is. But it is ns eas than before because the caliber 
of the new recruits is very much inferior to what it was even 
10 years ago. The problem, however, is that there is a constant 
input from the southern branch of the CPM which is in Johore 
and they are providing the thrust." 

Singapore i is a racially and culturally heterogenous society with 
the Chinese as the dominant majority and the Malays the dominant 
minority. One of the perennial problems that has plagued the gov- 
ernment has been the containment of Communalist aspirations 
among its populace, especially among the Chinese and Malays. Since 
independence, the Republic’s philosophy has been to dissipate the 
differences and tensions. between the two main racial groups and 
to highlight the degree of commonalities and common destiny be- 
tween them. At the opening session ‘of the Singapore. Parliament 
in December 1965, .Yusuf bin Ishak, the first head of state, warned 
that “the more extreme any community is about one race, one lan- 
guage and one religion, the more likely it is to arouse counter- 
chauvinism against the other communities, to the detriinent of 
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all.” Arguing along the same line, S. Rajaratnam, the former 
foreign minister, cautioned that sit: is not multiculturalism but 
cultural chauvinism which is dangerous and destructive. » The 
government’s féar of Communalism is not without substance in 
view of the two racial riots which the Republic have experienced: 
the Maria Hertogh Tots in 1950 and the July/ September 1964 
Chinese-Malay riots.”! 
' Even though three quarters of the population are of Chinese 
origins, the government has promoted multiracialism to induce 
harmony between the various races in an attempt to present itself 
as a member of the Southeast Asian socio-political community. This 
has, however, been opposed by a number of Chinese groups who 
want to see first and foremost, the promotion of Chinese language 
and culture throughout the Republic. It was for this reason that 
the government arrested Lee Mau Seng, Shamsuddin Tung Tao 
Cheng, Ly Singko and Kert Loong Sing, the senior executives of 
the Chinese daily in the Republic, Nanyang Siang Pau, on May 2, 
1971, and detained them for twenty months in order to prevent 
them from “further endangering the security of Singapore.”” 
Shamsuddin Tung, who:was released in January 1973, was rear- 
rested in December 1976 for “endangering the delicate balance of 
inter-communal harmony” by stoking up the Chinese language 
issue.” te 

To the Republic’s security planners, the threats posed by the 
Chinese Communalists are two-fold. First, there is the danger of a 
recurrence of racial riots between the Chinese and the other racial 
communities. This would not only threaten the political stability of 
the island Republic but also drive away foreign investments on 
which. the country depends for its economic survival. Second, the 
Republic’s fear is related to the unnecessary stimulation of suspi- 
cions of the two Malay neighbors. Even though the government 
has attempted to pursue egalitarian and just policies for all the 
racial groups, it has nevertheless been accused by various Muslim 
fundamentalist groups in Malaysia and Indonesia of being a Chinese 
government for the promotion of. Chinese interests. In this context, 
to give free reins to Chinese Communalists to air and propagate 
their racialist ideas would only encourage the neighboring states to 
interpret such activities as being sanctioned by the government and 
an attempt to persecute their Malay brethrens. This would not only 
sour relations with Malaysia and Indonesia but could also endanger 
the Republic’s security if the two Malay neighbors decide to protect 
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their ethnic “brothers.” It is to prevent presenting the neighbors 
with a case against the Singapore government ofthe persecution 
of the Malays and hence the shadow of the “Cyprus Syndrome”™ 
that it has kept a tight lid on Chinese Communalism in Singapore. 

Since the mid-1970s and especially through the early 1980s, the 
danger to Singapore’s security from Islamic extremism has height- 
ened. In 1980, the government for the first time admitted that its 
security was being threatened by “two menaces—the re-emergence 
of the Communists and subversion by Islamic fundamentalist move- 
ments from outside.”” According to Chua Sian Chin, “Islamic 
fundamentalist movements go round distorting Islamic teaching, 
propagate intolerance and fanaticism, exploit alleged grievances of 
local Muslims against the government and send distorted informa- 
tion like demolition of local mosques to international Muslim or- 
ganization.” 

This would indicate that the Republic has not escaped the impact 
of Islamic fundamentalist movements throughout the region. The 
Malays, who are economically, politically, educationally and socially 
backward compared to the Chinese and Indians, have fallen easy 
prey to Muslim fundamentalists who blame the Malay woes and 
backwardness on the policies of the “kafir Chinese government of 
Singapore.” This charge was more easily acceptable to many Malays 
in view of the visible changes that have taken place across the 
causeway in Malaysia where in the name of “bumiputraism,” the 
Malays have been accorded privileges in the country’s political, 
economic and educational systems. ` 

Since gaining self-government in 1959, there have been four in- 
stances involving “Malay chauvinism” that have been reported. In 
late 1960, a small group of Malay extremists founded a clandes- 
tine organization, Angkatan Revolusi Tentera Islam Singapura 
(ARTIS) or the Singapore Revolutionary Islamic Armed Move- 
ment, with the object of overthrowing the government. ARTIS 
started a rumor campaign claiming that the Malays would be 
victimized by the “Chinese PAP Government.” However, by Janu- 
ary 1961, internal security forces succeeded in arresting the move- 
ment.” In June 1976, the government detained Hussein Jaludin, the 
editor of Berita Harian (Singapore), the major Malay daily in the 
Republic, and Azmi Mahmud, a former assistant editor of the pa- 
per, for inciting the Malays against the government through their 
writing and editorship of the paper.” In early 1978, an underground 
Islamic group founded with the object of working towards the 
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development and -regional cooperation are in power, the fear is 
always there that a change in regime can upset the peaceful, stable 
status quo. As Lim Kim San, the former defense minister pointed 
out in April 1968, “while internal conditions in our two neighboring 
states are favorable for the contribution of peace, we cannot as- 
sume that there are no dangers ahead, for instance, there be a 
change of regime.”** This apprehension still holds, and was brought 
clearly by the prime minister in his eve of National Day Message 
on August 8, 1984.” In this regard, the Republic cannot take for 
granted stable relations with its neighbors. A change in regime can 
upset the status quo to the detriment of Singapore. A rise of a 
fundamentalist government, for instance, in Malaysia or persistent 
instability in both Malaysia and Indonesia, may influence these 
governments to divert their energies away from domestic problems 
to an external source, and what better target can there be other 
than. Singapore. These governments would have no problems in 
mobilizing their populations against a “kafir” or “imperialist” Singa- 
pore, That Singapore can be a convenient target was well illustrated 
by Rajaratnam: “Where religious prejudices have to be stirred up 
against Singapore then Singapore is Israel. Where racial prejudices 
have to be stimulated Singapore is depicted as a Third China. 
Where anti-Communist fears have to-be used then Singapore be- 
comes Cuba.” While there is relatively cordial relations with its 
neighbors, security planners in the Republic must look ahead and in 
worst case planning, threats from the two Malay neighbors are 
highly credible, and this consideration will. always be present and 
paramount in the security perceptions of the Singapore leaders. 


REGIONAL THREATS - 


Singapore sees regional stability as an important prerequisite for 
its own political and territorial security. In this regard, any regional 
force which is seen to upset the status quo is viewed-as a threat. 
Since the lowering of British and American military presence in 
the region, Singapore has seen the security of Thailand as being 
vital to its own national interest, It is in this context that Vietnamese 
actions in Kampuchea have been considered with alarm. The in- 
vasion and occupation of Kampuchea.as well as the regular incur- 
sions into Thailand are viewed as dangerous developments which 
could not only destabilize ASEAN’s frontline state, but also reduce 
investors’ confidence in the region. Indeed, it canbe argued that 
Singapore leaders believe in a “refined domino theory” where a 
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threat to Thailand is seen as a danger to Malaysia and hence to 
Singapore. This was put in a nutshell by Lee Kuan Yew when he 
argued: 

Because I have seen | governments collapse and whole pore 
destroyed; because I have seen leaders . . . become refugees. . 
therefore I recognize how vital the security and stability of our 
ASEAN neighbors is to us, Today it is Thailand which is 
threatened. Tomorrow, it can be anyone of us. Without 
ASEAN cooperation and solidarity, one by one, we can be sub- 
verted and manipulated. Once revolution and strife upset 
stability, investments, development and prosperity will vanish. 
We shall all be refugees.” 

It is because of this “linkage-domino syndrome” that Singapore 
has taken great interest in the Kampuchean problem and view 
developments there with increasing concern. Lee Kuan Yew has 
argued that “how Kampuchea is resolved is most important for it 
will determine whether Thailand remains as a non-Communist 
member of ASEAN. It is in our national interest and that of Malay- 
sia and Indonesia that the Thai’s remain sovereign and free, that 
they are not under Communist influence through pressure by sur- 
rogate Communist regimes in Kampuchea and Laos.” 

- The Republic’s concern with Vietnam as a regional threat has 
been heightened by the latter’s alliance relationship with the Soviet 
Union. Their close cooperation as testified by Vietnam’s entry into 
the COMECON in June 1978, by the signing of the Soviet-Viet- 
namese Friendship Treaty in November 1978, by the Soviet Union’s 
diplomatic, economic, political and especially military support for 
Vietnamese actions in Kampuchea, and by the alarming Soviet 
military presence at Gam Ranh Bay and Danang, have been an 
anathema for security planners in Singapore. This is because the 
Republic sees the Soviet growing military presence in the region as 
a dangerous input which could further enhance instability. The 
growing Soviet presence is expected to stimulate the other great 
powers, especially China, to increase its own presence in the region 
and the great power rivalry would transform, Singapore fears, 
Southeast Asia into a cockpit, promoting strife and wars in the 
region. At the same time, Sino-Soviet competition in a region which 
has witnessed the trimming down of American presence, can be 
politically and economically dangerous for Singapore. While it is 
true that the conflict between Vietnam and Kampuchea and Viet- 
nam and China has benefited-ASEAN in the sense that instead of 
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ganging up against Thailand, the intra-Communist quarrels have 
` given the ASEAN states valuable breathing space, the clashes are 
unwelcome, however, as they have heightened regional instability. 

In addition to Vietnam, Singapore also views China as a long 
term threat. While Dengist China has attempted to introduce 
“Communistic capitalism” in the country, its continued support for 
the Communist insurgencies in the region has made the Republic 
wary of Chinese intentions. At the same time, the Singapore govern- 
ment has been cautious in not projecting itself as being “pro-China” 
to prevent creating and enhancing Singapore’s “Chinese” image, 
especially in view of Malaysia and Indonesia’s continued fear of 
Beijing as:the principal threat in the region. The government’s 
caution is also the result of the domestic situation, fearing Beijing’s 

“subversion” of the Singapore Chinese. Because of these factors, 
the Republie has publicly stated that it would be the last ASEAN 
state to establish diplomatic relations with China. 

The Republic has adopted three strategies to resolve its eats 
problems: National Unity and Development, Diplomacy, and De- 
terrence and Defense. Even though all the three approaches are 
inter-related and form part of a. comprehensive strategy aimed at 
overcoming the problems of survival as a sovereign state, for the 
benefit of this article, the three ingredients will be examined sepa- 
ey 

` The object of the National Unity and Development strategy is 
to strengthen the country internally by developing a stable and cohe- 
sive society, establishing social bonds, encouraging economic growth, 
and strengthening political institutions. This strategy would enhance 
the Republic’s security by avoidirig manifesting its weaknesses and 
divisions which may be exploited by its adversaries.” In this regard, 
the government has attempted to develop a “Singapore Man” and 
a: “Singapore Identity.” Since indepéndence, the Republic has 
stressed on. the multicultural and multiracial characters of Singa- 
pore and played down the “Chineseness.” The prime minister once 
warned: 

If you want a Chinese chauvinist society, failure is assured. 
~ Singapore will surely be isolated. But even if you are not iso- 

. lated and you extend your chauvinistic influence to our neigh- 

bor (Malaysia), they will, if they find no way out, join up 
-with another big neighbor (Indonesia) to deal with you.” 

The introduction of four equal and official languages (English, 

Malay, Tamil and Mandarin) with Malay as the common and 
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national language, the appointment of a non-Chinese as the head 
of state and foreign minister, are some of the devices used by the 
Republic to outwardly present Singapore as a non-Chinese state. 
At the same time, it shows how the immutable factors of geography, 
economy and demography have impinged on the decision making 
process, especially security planning, of the Republic. 

In addition, the Republic’s leaders have emphasized economic 
development and meritocracy. This is to give all Singaporeans. an 
opportunity to enhance their economic and social mobility as well 
as to prevent the Republic’s opponents from accusing the govern- 
ment of not meeting the legitimate aspirations of all Singaporeans. 
The Republic’s leadership realizes that most political woes are often 
caused by economic difficulties and this explains why the govern- 
ment sees economic development and progress as being vital for 
stability, and encourages foreign investments in the Republic and 
the region as a whole. In-the words of the prime minister, “subver- 
sion, disaffection, revolution only takes place where there is eco- 
nomic stagnation and decline.’ 

On top of this, national unity has been preserved by keeping a 
tight lid on society. By using tough laws against dissidents, Com- 
munalists and the Communists, the government have succeeded in 
establishing a peaceful and stable society. In addition to encour- 
aging the growth of a tolerant society, the ensuing peace has also 
brought foreign investments which has assisted the Republic in 
chalking up impressive growth rates. Economic progress, stability 
and prosperity have also been used as instruments to make Com- 
munism unattractive and literally implausible as an alternative 
ideology. Apart from attracting foreign investors and encouraging 
the growth of the Republic as a commercial and financial hub, the 
spillover effect has been domestic prosperity and stability, which in 
the long run would have the consequences of making Communal 
and Communist appeals unattractive, and thus neutralize them. 

Diplomacy is seen as the first line of defense and the Republic’s 
leaders have used it to maintain internal stability, economic buoy- 
ancy and territorial integrity. Indeed, Singapore leaders view 
diplomacy as “a matter of life and death.”” As a small state, Singa- 
pore lacks the capacity to make war to further its interests, and 
hence the importance of diplomacy. The ASEAN states are the 
most important object of Singapore’s diplomacy. In order to dissi- 
pate the perception of Singapore as a Chinese “outpost,” and to 
create a credible image of the Republic as an important member 
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of the Southeast Asian political community, Singapore leaders have 
utilized diplomacy for the purpose. At the same time, regional 
and global peace are .deemed crucial for the Republic’s economic 
and political survival. In the light of the Republic’s geographical 
and demographic position, since independence, its leaders have 
stated that the primary goal of its diplomacy is to maximize its 
number of friends and minimize its enemies. As the status quo has 
favored the Republic, its leaders supported the continued presence 
of American forces in the region. However; as it was unable to pre- 
vent the entry of other powers, Singapore has advocated a balance 
of power strategy for the region. This was well elucidated by 
Rajaratnam ‘in June 1976: 

We accept the existence of great powers and their rivalries 
as an immutable fact of international life.... We do not sub- 
scribe to the prevailing belief that great powers are necessarily 
wicked, dangerous and immoral. They are no more these than 
are ‘small nations. Since we cannot wish away great power 
rivalries in the region, then, in Singapore’s view, the next best 
thing for small nations is the presence of all great powers. . . 
When there is a multiplicity of suns the, gravitional pull of 
each is not only weakened but also, by a judicious use of the 
pulls and counter pulls of gravitational forces, , the minor 

* - planets have greater freedom of navigation.” 

With the presence of all the major powers in the region, Singa- 
pore leaders believe that the chances of survival for the Republic 
would be much greater, In pursuance of this strategy Singapore has 
opened its doors to all powers, especially as far as trade is concern. 
This is based on the strongly held -belief that with all the powers 
having a stake in the Singapore “pie,” the less will be the likelihood 
that the great powers would want to see the Republic destabilized 
or conquered. It was because of this major consideration that 
Singapore did not favor the Malaysian neutralization proposal of 
1971. As the prime minister pointed out: 

It (neutralization) can be brought about only if all oe 
‘major powers interested in the region realize that this is the 
way their interest would be best served. But I wonder whether 
this is going to be the conclusion of each and everyone. Some 
of them have a natural advantage over the other.“ 


` DETERRENCE AND DEFENSE 
National unity, development and diplomacy are, however, not 
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enough to overcome the Republic’s security problems and fears. 
This is based on the Republic leaders’ calculations that “in the last 
resort, it is power which decides what happens and therefore, it 
behoves us to ensure that we always have overwhelming power on 
our side.”® Singapore leaders are aware that diplomacy must be 
backed by military strength: otherwise its diplomacy would be 
toothless, In the words of Goh Chok Tong, “I think we do not want 
to depend on diplomacy alone: neither do we want to depend on 
defense alone. Both must go hand in hand. Our stance is to be 
friendly with as many people as possible which want to be friendly 
with us. ... Diplomacy of course must be practised. But never forget 
that diplomacy must also be backed by substance. It is not just the 
will but the capability to look after your own interests.’ Similarly, 
Foreign Minister Dhanabalan pointed out that “military strength 
is still important and we would be unrealistic if we did not ac- 
knowledge this fact. In international affairs others who are. opposed 
to you will always judge your diplomacy by the underpinning of 
your defense capability. Likewise, defense can only be sustained in 
an interdependent world by the quality and strength of your foreign 
policy or diplomacy.””” 

The need and importance of a defense capability was recognized 
by ‘the Republic’s leaders immediately after its separation from 
Malaysia. The prime minister then pointed out that “small fishes” 
can adopt two survival techniques: 1. Some small creatures are just 
not palatable and thus left alone. 2, Others attach themselves to 
bigger ones for their own protection.” Singapore has attempted to 
combine both techniques. To be sure, Singapore did not develop 
its defense capability immediately as defense was seen as a British 
responsibility and even after gaining independence, the British 
continued to maintain their forces on the island and thus there 
was no need to divert- scarce resources to defense expenditure. The 
British decision to dismantle their bases and withdraw their forces 
from the Republic, and the strained Singapore-Malaysian relations 
as epitomized by the conflict over Camp Temasek,” added urgency 
to the government’s policy towards setting up a self-reliant defense 
capability. 

: The government’s strategy was to develop a small but effective 
defense posture, stressing on quality in compensation for the lack 
of numbers. It was in this regard that the Republic’s “poisonous 
shrimp’ defense strategy was adopted. The present leaders would, 
however; prefer to see their strategy as that of a porcupine. This 
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was elucidated by Goh Chok Tong in the following terms: 

We prefer to think of ourselves as a porcupine—friendly, 
no threat to anyone. But if the porcupine is threatened, the 
quills will be up in defense of itself. If the predator insists on 
further annoying the porcupine, the porcupine will rush back- 
wards, of course, with the quills up, charge backwards into the 
bigger predator and the quills can cause an awful lot of pain. 
There are very few animals that take on the porcupine. That 
is the kind of overall defense strategy which we will have.” 

' The constraints of physical size, lack of resources and: manpower, 

' makes it difficult, almost impossible for the Republic to pursue ag- 
gressive policies and in the event of an attack, impossible. to sustain 
a long war. The preferred strategy is therefore to deter any potential 
aggressor and if that fails, to punish the aggressor with intolerable 
losses. It is in this regard that the Republic has lately adopted a 
concept of total defense. In the belief that modern warfare is 
“total,” that the civilians sustain the highest casualties and that a 
country’s security can be threatened from within and without, the 
leaders have called on the Republic to be prepared “totally.” This 
entails: 

a. Psychological defense: This refers to the will of the e 

-to resist aggression and to stand up for the country.: 

b. Military defense: This relates to the armed forces Capability 
to withstand aggression. 

c. Economic defense: This refers to the ability of the country’s 
business and industry to continue functioning in the event of 
a crisis or war. 

d. Civil defense: This is the ability of the civilian population 
to safeguard themselves and to limit damage to their prop- 
erty. 

Social defense: This involves the cohesion of the country. 

Tn the light of this, the defense doctrine of the country has been 
defined by Goh Chok Tong as to “built up sufficient military, civil, 
social, economic and psychological strength to deter any threat 
against our vital interests. And if deterrence fails, to have the ca- 
pacity to repel any aggression.” 

Over and above ‘the development of an independent defense 
capability to deter aggression, the Republic has also invested in 
“friendly alliances.” This involves defense cooperation with like- 
minded governments. In 1971, Singapore became a party to the 
Five Power Defense Arrangements. However, the operative clause 
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only stated that the five governments would “consult” in the event 
of a crisis. This further fortified the government’s: resolve to up- 
grade its defense capability preparing, in case of an aggression, to 
cause intolerable damage on the attacker. Since the fall of non- 
Communist regimes in Indochina in 1975, military cooperation 
among ASEAN members-have increased. In this regard, Singapore 
regularly conducts joint air and naval exercises with its ASEAN 
partners. 

On the whole Singapore has advanced a unique formula to over- 
come its security problems involving a judicious mixture of small 
but well-trained defense forces, wise foreign policy, friendly alli- 
ances and giving as many countries as possible a tangible stake ‘in 
the country’s security and sovereignty. This formula has worked 
well so far: not only has Singapore successfully maintained its-terri- 
torial integrity but more important, has increased and improved 
its defense capability to an extent where deterrence has become 
credible. While: the successful policies of the Singapore govern- 
ment has played a crucial role in this achievement, the charitable 
disposition of friends and neighbors also played a part. Since: 1965 
Singapore was lucky for both Malaysia and Indonesia had forsaken 
adventurist and expansionist policies in favor of economic develop- 
ment and regional cooperation. The American miliary presence in 
the region and more important, the heavy foreign investments also 
played a vital role in enhancing the economic buoyancy of the 
Southeast Asian .regimes, especially Singapore’s, and hence the 
domestic stability. Barring any drastic changes in the internal and 
external variables, Singapore’s formula to manage its security prob- 
lems is likely to be maintained and possibly enhanced. 
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N the first two decades after the Pacific War, Malaysians 
I looked upon Japan as a defeated power which had treated 
them abominably during the war. Otherwise, Japan did not 
impinge much on their consciousness. The literature then dealt 
_ mostly with the Japanese occupation and attested to Japanese 
brutality during that period. The most well-known books were writ- 
ten by Sybil Karthigesu and Chin Kee Onn. In her book “No Dram 
of Mercy,” the wife of a local doctor in the town of Ipoh describes 
the tortures she suffered under the Kempeitai (the Japanese mili- 
tary police) which accused her of sympathizing and collaborating 
with the British during the war. Chin Kee Onn in his two books, 
‘““Ma-Rai-Ee” and “Malaya Upside Down,” recounts the cruelties 
the occupation authorities inflicted on the population at large.’ 
Other literature, written in languages other than English, also con- 
demns the Japanese for their wartime behavior.’ 

It is not surprising that this unflattering image of Japan was 
dominant among Malaysians. The memories of the war were still 
fresh and what the Japanese did was well known.’ Moreover, Japan, 
preoccupied then with her own national integrity.-and economic re- 
construction, was in contact with Malaysia mainly through trading 
activities. Thus, there were not many Japanese nor things Japanese 
in Malaysia which could change the perceived image of Japan. 

But beginning in the 1960s, Japan began cautiously to increase 
economic relations with Malaysia, starting at first with investment.‘ 
Economic relations gathered momentum later because of the ex- 
tremely impressive development of the Japanese economy in the 
postwar period and the importance. Southeast Asia assumed for 
Japan. As a consequence, Japan began to loom very large, so large 
in fact that by the early 1980s, specifically in early 1982, the Malay- 
sian government launched its “Look East Policy” with the explicit 
objective of emulating Japan. 

This article will deal with the manner in which Japan is per- 
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ceived in Malaysia today. It will also discuss the various opinions 
expressed on the Look East Policy which has resulted 1 ina a big public 
debate. 

But before’ taking up this policy, we shout RA the image 
of Japan i in Malaysia in the late 1960s and the 1970s. Despite the 
increasing, Japanese presence in this period (there were by the mid- 
1970s about 2,000 resident. Japanese i in Malaysia together with a 
Japanese school), Japan did not make a déep impact on Malaysian 
public consciousness as compared to its fellow members in the Asso- 
ciation of Southeast Asian Nations (ASEAN), like Thailand and 
Indonesia. There was, for instance, a relative absence of anti-Kakuei 
Tanaka (then prime ‘minister of J apan) demonstrations during his 
visit in 1974, unlike Thailand and Indonesia. This shows com- 
placency by the Malaysians toward the Japanese presence, Some 
have explained this by saying Japan then mattered little in the 
Malaysian economy compared to the British. They imply that what 
economic nationalism existed would have been directed agairist the 
British, and that the abundant natural resources of Me made 
thé Japanese econornic presence less onerous. ; 

Even if the impact was not deep, the outline of the new Malay- 
sian image of.Japan could be discerned in this period and the war- 
timé image, while still there, bécame less dominant. This new 
image, however, was only’ slightly less unflattering, everi if a differ- 
ent kind. The Malaysians viewed the Japanese’ as’being only inter- 
ested in business and being hard-headed. This opinion’ was ex- 
pressed by the first- prime minister of Malaysia, Tengku Abdul 
Rahman, when he said that although “Japan furnishes loans, it takes 
back with its other hand, as if by magic almost twice the amount 
that it provides.” Rahman’s view was representative, even though 
Rahman and:those who agreed with him tended to be pro-British 
in their sympathies and supporters of the British kway of doing 
business. 

: This view of Japan is corroborated’ by two. ‘surveys of “Malaysian 
elite opinion.’ The surveys’ revealed: that the: Malaysians perceived 
the Japanese as being very nationalistic: (not in the.traditional sense 
of political and military nationalism ‘but one of.striving ‘solely for 
theeconomic interests of Japan). Fhe Japanese’ often’ wére com- 
pared unfavorably. with the British who were’ then perceived’ as 
being ‘more liberal, if not more humane—and some'might say more 
inefficient—in their business dealings with Malaysia. The Japanese 
were accused of shutting out:local ‘Malaysians working in Japanese 
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firms when ‘iniportant decisions were made by the expedient of 
referring decisions to Tokyo or Osaka. This left Malaysians with 
no meaningful participation in the firm. Also, the Japanese were 
perceived as being socially exclusive, a complaint which was fairly 
universal, since it was heard even among non-elite groups. The 
Japanese preferred their own company, unlike Westerners who 
drink with Malaysians in local pubs, who entertain Malaysians in 
their homes and who are in turn entertained by Malaysians in their 
homes. Rightly or wrongly, this was the perception. At the same 
time, Malaysians felt that the Japanese were insensitive to local 
customs aud culture, if not actually contemptuous. 

But there appeared also to be an underlying admiration by those 
interviewed of the economic accomplishments and certain practices 
of the Japanese. It is interesting to note that when asked what they 
admired most about Japan, many Chinese mentioned their disci- 
pline while many Malays mentioned their loyalty to the company 
or group and their belief in self-sacrifice. The old saying that when 
we see others, we do to some extent see ourselves appears to have 
some truth in this case. As the 1970s wore on, there developed an 
increasing.tendency to view Japan as a rich country and one which 
could be a bearer of gifts. A striking illustration of this view was a 
. cattoon by a well-known Malaysian cartoonist named Lat. On the 
occasion of the visit of then prime minister Takeo Fukuda to Kuala 
Eumpur in 1977 for the ASEAN heads of state meeting, Lat drew 
a cartoon in the New Straits Times, a leading English language 
daily in Malaysia, of Fukuda lighting a cigar with a currency note 
while descending from the plane. 


INCREASE IN INTEREST 


Mahathir Mohamad’s Look East Policy, announced in 1982, 
brought about a quantum leap in public interest in Japan. Hitherto, 
opinions about Japan, apart from those in articles and editorials in 
newspapers, which were ‘often few and far between and usually 
dealing with immediate events, had been mainly private and only 
made public occasionally when they were solicited by scholars and 
survey analysts. To be sure, there: were universities teaching the 
Japanese language and Japanese history and politics, but the classes 
were quite small compared to the relative importance of Japan and 
involved only a small educated group. Theré were also naturally 
the occasional article on Japanese management and business 
methods. But Japan never took center-stage in Malaysian public 
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consciousness for any length of time until the Look East Policy was 
adopted. Then there was an attempt made to gear governmental 
machinery toward achieving the objectives of the policy; television 
and radio increased their coverage of Japan and South Korea, as 
it was also one of the countries Malaysia should emulate under the 
Look East Policy, 

Very often there were documentaries of both countries. Some- 
times Japanese-made movies were shown in theaters. Local news- 
papers, many of them controlled or influenced by pro-government 
interests, began to increase coverage, often laudatory, of Japan. 
Taking its cue from the government, the private sector held “Learn 
from Japan” seminars and conferences and there was, at one stage, 
no end of meetings on quality control circles, company welfare 
practices and so on. There was thus a veritable explosion of public 
interest in Japan. It is no exaggeration to say that this was due to 
one man, the prime minister, who has a genuine admiration for 
Japanese accomplishments. There are various explanations of the 
reasons for his policy quite apart from the genuine desire to imitate 
Japan. 

First, some perceive the Look East Policy as essentially anti- 
Western, more particularly anti-British.© These point to the more 
hard-headed attitude of Malaysia toward the British under the 
Mahathir administration. This attitude is manifested in the “Buy 
British Last Policy,” employed by the dominant Malaysian political 
party as pressure on the British to return the Carcosa,’ and a more 
critical attitude of the British in official pronouncements. In addi- 
tion, it is suggested that because the present prime minister, unlike 
the three preceding prime ministers, did not receive his tertiary 
education in Britain, he must therefore, by implication, be anti- 
British.® 

It is certainly true that Mahathir takes a very dim view of the 
economic performance of the West in general and Britain in par- 
ticular, He sees the decline of the work ethic and social discipline 
there, and believes that trade unions play no small part in con- 
tributing to this. He also believes that Malaysia should not be too 
sentimental in its relationship with Britain, as if the presumed old 
boy network or commonwealth ties will make the British less calcu- 
lating in their foreign policy toward Malaysia. Whether these views 
constitute an anti-British attitude is open to question. However, it 
is true that his dim view of the British work ethic corresponds with 
his admiration of the Japanese work ethic. In this respect, the Look 
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East Policy and his attitude toward the British are indirectly linked, 
but it is an exaggeration to say that either view led directly to the 
other. 

Another interpretation is that the Look East Policy is a disguised 
way by Mahathir to urge Malaysians, particularly Malays, to 
imitate Malaysia’s neighbor to the south, Singapore, where modern 
and efficient administration together with the hardworking qualities 
of its people are apparently admired by Mahathir.’ It is disguised 
because it is not politically possible to urge Malaysians, particularly 
the Malays, to admire a nation where three-quarters of the popu- 
lation are Chinese. There may be some truth in the belief that 
Mahathir admires Singapore’s administration. However, the real 
objective of the Look East Policy can only be speculated upon, since 
there are no public pronouncements to clarify this. 

‘ When the Look East Policy was introduced," the official pro- 
nouncements stated quite clearly that it was the contemporary ex- 
perience of Japan that was to be emulated. Despite this, there were 
those who believed, not unnaturally in an atmosphere of exhorta- 
tions to learn from Japan, that the Meiji Restoration of 1868 was 
also to be emulated. There was some debate on this point. The 
proponents argue that there were three aspects of the Meiji period 
(1868-1911) which were relevant to Malaysia. 

The first is that Japan modernized in the absence of the Prot- 
estant ethic, unlike in the West where it has been contended that 
Western capitalism came about because of the presence of Prot- 
estantism. The Protestant ethic is also not present in the countries 
of Southeast Asia (the Philippines is a Catholic country). Second, 
Malaysia is now about at the same takeoff stage, according to Walt 
W. Rostow, as Japan in the Meiji period. Hence, Malaysia could 
strive to emulate what Japan achieved then. Third, there was gov- 
ernment and private sector partnership. The Meiji government 
fostered the growth of an entrepreneurial class from the samurai by 
turning over government industries, except those related to the mili- 
tary, to them. Malaysia also could similarly encourage the growth 
of a Malay- entrepreneurial class through strong government sup- 
port. 

Those who urged caution” in imitating the Meiji experience 
point to two crucial factors in Malaysia and other Southeast Asian 
countries that were not present in Meiji Japan. The first is that 
Japan did not have a colonial experience which Malaysia and 
other Southeast Asian countries had. Therefore, Japan was more 
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homogenized and economically independent. before modernization. 
Second, the leadership of the Meiji period did not face the problem 
of rising expectations, as all Southeast Asian nations do today. 
Therefore, the Japanese leadership’s ability then to demand neces- 
sary sacrifices for modernization was much less severely tested com- 
pared to Southeast Asia today. 


COPYING JAPAN’S SUCCESS 


The debate on emulating Japanese contemporary experience re- 
volves around two issues. The first is whether contemporary Japa- 
nese success is structural, ie. as a result.of planned policies and 
implementation of these policies,.or is something unique to the 
Japanese. The proponents believe that national experience can be 
copied even if it is necessary to somewhat modify the original proc: 
ess—like Western banking and commercial practices, for example, 
which are now so effectively working in many non-Western coun- 
tries. They point to Ezra F. Vogels book Japan as Number One: 
Lessons for America as advocating. that Japan’s success is not 
unique.” The others argue that Japanese successes are a result of 
factors that are unique, which are derived from Japanese religion 
and from an innate Japanese ability to work together. 

The second issue involves comparing Malaysia and Japan at an 
earlier stage. The prime minister himself states that “Malaysia 
shares a number of similarities with the Japanese economy of- the 
not too distant past. We are a small economy dependent on inter- 
national trade, with a young but rapidly growing work force.: We 
both share high levels of national investment and savings and have 
enjoyed relatively low levels of inflation. More important, we share 
a common belief in monetary stability and. financial discipline as 
preconditions to growth.” Another politician believed that Malay-. 
sia is at the same takeoff poe as Japan, one aug the Ma 
period. 

There does not appear to be many ahs refute this beyond 
arguing that one cannot compare an industrial superpower with 
a small developing country like Malaysia, A very pervasive reac- 
tion to this “Learn from Japan” campaign is apparently a nation- 
alistic or quasi nationalistic one, leading ‘many ‘to ask if it is neces- 
sary for Malaysia to follow either the East or the West. Why could 
we.not develop our.ASEAN or Malaysian way? “Do we really. 
need ‘models’ of the sort that.developing countries are continually 
told to emulate from the already industrialized countries?” These 
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questions were asked by an article in the Far Eastern Economic Re- 
view. And the columnist added that it is “Malaysia’s indigenous 
industries which have to be nurtured (as the Japanese initially 
did with theirs) in step with the country’s rural economy, but with- 
out the exploitation that accompanied the process in the West and 
Japan.” But he also pointed out that it would be crazy for any gov- 
ernment to have a Look West Policy and that it is “hollow to talk 
of an independent road.” 

Another scholar and well-known social critic argues that it makes 
no sense from a sociological point of view to urge Malaysians, espe- 
cially Malaysian Muslims, to emulate the Japanese or South Korean 
work ethic, He says that the government instead should base its 
“program of social reconstruction (i.e. of urging Malaysians to 
work hard) upon a philosophy that is culturally-rooted. Islam and 
the other great religious traditions have the capacity to perform 
this role.” 

As to the specific aspects of contemporary Japan often singled 
out by the government for imitation by Malaysians, these concern 
the manner in which big Japanese companies are organized, such 
as lifelong employment, their in-house unions and other aspects of 
what is commonly known as company welfarism. Japan Inc., i.e. 
the close and non-antagonistic relationship between business and 
government, and the general trading companies or “sogo shosha” 
are perceived to have been very important in bringing about Japa- 
nese export successes. 

Those arguing against the Look East Policy or some aspects of 
it say that the government is propagating an idealized image of 
Japan. They say the truth is somewhat less than that. They point 
out that Japanese company welfarism does not apply to all em- 
ployees, saying those in lowly jobs are not included, They say that 
women employees are not entitled to full-time employment at 
all, and that when they get married, they are expected to leave the 
company, which seems to be a form of exploitation of women. Also, 
they say that older employees in times of recession are encouraged 
to resign. The situation is even less rosier with the employees of 
small and medium industries which are by no means small in num- 
ber and where employment is much less secure. 

They also point out that the management-worker relationship 
is not what it seems to be; that there are surveys showing that 
workers are not that happy; that not all workers are unionized, 
particularly those in small and medium-sized industries,! and that 
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the health and safety conditions for Japanese industrial workers 
are far from satisfactory. 

As for the “sogo shosha,” the government has managed to per- 
suade some of the largest corporations to come together to form 
a Malaysian one, the Malaysian Overseas Investment Corporation 
(MOIC). As its name suggests, the organization’s primary aim 
is to promote Malaysian overseas economic activities, particularly 
exports although it was suggested by the MOIC managing director 
that the original aim was to use MOIC as a vehicle to promote 
South-South cooperation.” Be that as it may, “sogo shosha,” even 
Japanese ones, are not considered particularly admirable institu- 
tions. One scholar writes that “sogo shosha” by their nature tend 
to be large monopolistic organizations. Such organizations have 
often abused their power. Not surprisingly “sogo shosha” have a 
tarnished image in Japan after being severely criticized in the 1970s 
by journalists, intellectuals and the official Fair Trade Commission 
in Japan. They were accused of cornering the market and thus 
causing inflation, destroying the competitive framework of the econ- 
omy and corrupting the political process. This same scholar also 
argues that there is little point in introducing “sogo shosha” to 
Malaysia as there were already existing mechanisms for promoting 
trade, What is more important is ensuring that there are good prod- 
ucts.” 


MOIC’S DIFFICULTIES 


Recent developments suggest that the Malaysian “sogo shosha” 
may be having some difficulty establishing itself. One of MOIC’s 
general managers suggested that the government could help by 
making it mandatory for foreign companies in Malaysia to use the 
services of Malaysia’s “sogo shosha” for their purchases.” However, 
other companies not belonging to the MOIC and involved in ex- 
porting insist that MOIC stand on its own feet. The government 
should “avoid favoring the Malaysian ‘sogo shosha’ or general 
trading companies and laying at their feet business opportunities 
which should rightfully be available to every businessman in the 
country through open competition.” 

Finally many Malaysians advocate caution in adopting the Japa- 
nese model because Malaysia is different. First, if Malaysians were 
to adopt company welfarism, some critics argue that this should 
be a total package, which Japanese workers enjoy, including lifelong 
employment, welfare benefits and so forth and not just require 
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workers to make sacrifices.” There are also grave misgivings about 
the adoption of in-house unions” which some think will lead to the 
weakening of the labor movement as a whole, while others believe 
that the introduction of Japan Inc. in the form of Malaysia Inc. 
would lead to hardships as the private sector and even some gov- 
ernment agencies might think that profit was their sole motive. 

In strict theoretical terms, the Look East Policy is not related to 
bilateral Japanese-Malaysian relations, since the policy pertains to 
emulation and not relations between two countries, Certainly few 
Japanese will accept the argument that the emulated must help 
the emulator achieve his goals. But most Malaysians think other- 
wise and tend to link the two together. The prime minister himself 
believes that Japan at least has some responsibility to help. He 
states that Japan as an economic world power no doubt “feels a 
certain sense of obligation to the rest of the world, especially to 
developing countries like Malaysia.” However, he adds that it is not 
a one-way street. “But as everyone knows,” he says, “the obligation 
pays. A prosperous Malaysia will make a better customer and 
trading partner for Japan.” 

- This belief in mutual profitability is not, of course, shared by 
every Malaysian. There is a tendency among some Malaysians to 
believe that it is more a one-sided affair. A more moderate expres- 
sion of this view is given by an important government official when 
he writes, in the context of Malaysia’s trade with Japan, that de- 
spite Malaysia’s “desire to move over more closely to Japan, some 
of us are a bit perturbed by the ‘losses’ which Malaysia has been 
suffering from its trade with Japan. Some of us are concerned that 
these ‘losses’ appear to be growing.”””’ 

The more radical opinion concerns itself with the dependency 
theory. One scholar argues that “while Japanese economic activity 
in general has contributed to Malaysia’s growth, particularly in the 
1970s and continues to play a major role today, it has reinforced a 
dependent relationship which weighs heavily against the host coun- 
try...the long-term impact of Japanese involvement will be the 
entrenchment of an endemically unequal relationship predicated 
upon the international division of labor in the world economy.” 
Another scholar also states that one can expect in the realm of 
economic relations the dependency nature (i.e. Malaysia dependent 
on Japan) to persist.” 

There is also a very strong perception to many Malaysians that 
the Look East Policy has led to the government favoring Japanese 
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investors in Malaysia over Western and even local competitors. 
Many point to certain projects, particularly in the construction in- 
dustry, as examples. A minister of the government somewhat de- 
fensively states that “no one should be misled into thinking that it 
is our government’s ‘Look East Policy’ which gives favors to the 
Japanese and Korean companies to win more tenders. . . .”*° Where 
Japanese investment is favored, according to the government, it is 
because it can do the job better and will transfer technology. 

Since this business of technology transfer is talked about so much, 
it will be fruitful to consider the opinion of a critic of Japanese 
construction in Malaysia.” Those favoring Japanese construction 
companies say that they transfer technology, inject a large amount 
of capital that few local businessmen can provide and are able to 
cut red tape because of their influence with bureaucrats, stimulate 
local competition and enhance labor skills among local workers. 
However, the critic argues that the reality is somewhat different, 
for the transfer of technology is minimal since locals are not found 
in top management posts. The Japanese companies tend to import 
foreign equipment and materials for the construction, thus leading 
to an outflow of funds while the skilled labor also is largely im- 
ported. Finally, in a recessionary situation, only very strong local 
firms can compete successfully against Japanese companies, thus 
leading to hardships resulting in the financial failure of many local 
firms. 

In conclusion, it is likely that the intense public interest in Japan 
brought about by the Look East Policy is likely to taper off. Cer- 
tainly there is an element of faddishness in this interest among some 
Malaysians. But the importance of Japan to Malaysia will remain 
undiminished. It is hoped, therefore, that this public interest will 
result in a more balanced and realistic image of Japan by Malay- 
Slans. 


NOTES 


1 Sybil Karthigesu, No Dram of Mercy (Singapore: Oxford University Press, 1983, 
first published in 1954). Chin Kee Onn, Malaya Upside Down (Singapore: Jitts Press, 
1946). Chin Kee Onn, Ma-Rai-Ee (London: G. G. Harrap, 1952). Prewar studies by 
Malaysians on the Japanese in Malaysia have focussed on Japanese economic involve- 
ment, see Yuen Choy Leng, “Expansion of Japanese Interests in Malaya 1900-1941,” 
M.A. dissertation, University of Malaya. 

2 See Ly Singko, An Anthology of Modern Malaysian Chinese Stories (Heinemann, 
Singapore Educational Books, 1967). Some of the short stories here describe the lives of 
young Chinese within the background of the war by the Japanese. 

3 Of the three races in Malaysia, the Chinese have the most bitter war memories. 
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‘OR well over thirty years now, the alliance of Australia, New 

F Zealand and the United States (ANZUS) has been a central 

factor in the foreign and defense policies of Australia and 

New Zealand. However, it received a serious jolt following the 
election in 1984 of a Labour government in New Zealand. 

Prime Minister David Lange’s government—having been elected 
on an antinuclear platform—has felt obliged to ban the entry of 
nuclear ships into New Zealand. Because Washington does not 
certify whether or not its visiting ships carry nuclear weapons, this 
has created a crisis in the trilateral ANZUS security pact. The 
Reagan administration has retaliated by banning New Zealand 
from joint military exercises, sharing of military intelligence, mili- 
tary training, etc, In other words, New Zealand has been virtually 
suspended from its security link with the United States. But Welling- 
ton still continues to swear by the ANZUS Treaty and Prime Minis- 
ter Lange indeed personally admonished the Soviet ambassador 
over Moscow’s “tendentious” propaganda in this regard. This is 
not surprising because, ever since World War II, both New Zealand 
and Australia have come to regard the United States as vital to 
their ultimate security. 

The ANZUS Treaty, signed in San Francisco on September 1, 
1951, sought to“institutionalize the World War II links against a 
similar threat eventuating from a rearmed Japan, following the 
peace treaty with Tokyo. To quote the Australian Foreign Minister 
Bill Hayden: “... The fact of the matter, of course, was that the 
ANZUS Treaty was part of the Japanese peace settlement arrange- 
ments and machinery.” He added: “It was part of the attempt to 
guarantee... that the desperate days of 1941-45 would not again 
be inflicted on the peoples of the Asian Pacific region, ‘at least not 
from the same source.” However, as it transpired, the threat from 
Japan was replaced by the perceived Communist threat, first, dur- 
ing the Korean war and, subsequently, in the Vietnam war. In 
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both cases, U.S.-led military operations were supported by Aus- 
tralia and New Zealand which also joined the U.S.-sponsored re- 
gional alliance, the Southeast Asia Treaty Organization (SEATO), 
in 1954. Their overriding concern was to ensure U.S. active com- 
mitment to the security of the Asian Pacific region (and what better 
way to do this than by encouraging Washington in its war on the 
Asian mainland) and, by natural extension, that of Australia and 
New Zealand. 

By the end of the 1960s, however, U.S. policy began to undergo 
change, The Guam doctrine of 1969 clearly indicated that U.S. 
friends and regional allies would henceforth have to rely on their 
own individual or collective efforts to defend themselves in local 
conflicts, About the same time, Washington and Beijing started to 
probe each other with a view to establishing a working relationship 
between their two countries. The emergent Sino-U.S. strategic 
parallelism against the Soviet Union (highlighted by President 
Richard Nixon’s China visit, early in 1972) effectively demolished 
the myth of.an international Communist monolith operating against 
the “free” world. These developments were bound to have their 
effect on Australia and New Zealand. It so happened that, in the 
early 1970s, both these countries had labor governments who 
speeded up the process of change by recognizing Communist China 
and, in general, by seeking to assert greater autonomy in foreign 
policy, particularly in regional affairs. Although Prime Minister 
Edward Whitlam continued to stress the centrality of the ANZUS 
Treaty in Australia’s relations with the United States, his quest for 
a more autonomous regional role (coupled with shrill criticism by 
some of his government ministers of U.S. bombing missions in 
Indochina) tended to strain U.S.-Australian ties, But with the re- 
turn to power of conservative governments in. both Australia and 
New Zealand in the mid-1970s, the relationship between the three 
ANZUS partners once again became cozy. 

However, one important change had taken place in Canberra’s 
perspective though not so clearly in New Zealand which tended to 
leave such worries largely to its big brother, Australia. It was now 
being increasingly realized that Australia could not completely rely 
on the United States if there was a regional threat or war situation.’ 
(Australia’s involvement in U.S.-led military operations in Korea 
and Vietnam had come to be regarded as an adequate premium 
on Canberra’s insurance policy—to underwrite its security—with 
Washington.) The 1976 White Paper on Australia’s Defense, for 
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instance, clearly ‘recognized this: “It is not our policy, nor would 
it be prudent, to rely upon U.S. combat help in all circumstances. 
Indeed it is possible to envisage a range of situations in which the 
threshold of direct U.S. combat involvement could be quite high.” 
This, however, did not mean that the ANZUS alliance had lost 
its vitality. In any case, under the conservative Australian govern- 
ment of Prime Minister Malcolm Fraser (1976 to early 1983) this 
was out of question. But the return to power of a Labor Party gov- 
ernment in 1983 could pose problems, if Washington’s experience 
with the Whitlam regime was anything to go by. Nor was new 
Prime Minister Robert Hawke’s background as president of the 
Australian Confederation of Trade Unions (which post he had 
relinquished only a few years ago when he became a member of 
Parliament) very comforting to the right-wing Reagan administra- 
tion. His Foreign Minister Hayden whom Hawke had replaced as 
leader just before the election which returned a Labor Party govern- 
ment did not inspire much confidence either in Washington. As 
leader of the then opposition Labor Party, Hayden had sought to 
give his party an antinuclear orientation on the question of U.S. 
nuclear ships’ visits to Australian ports. His subsequent humiliating 
climb-down, because of electoral considerations and U.S. pressure, 
was hardly calculated to restore confidence and amicability with 
the U.S, administration. His other initiatives after becoming foreign 
minister on the ANZUS Treaty review, a relatively softer policy 
on Vietnam and Kampuchea and a strong line on disarmament 
have not exactly endeared him to the American establishment. 


TE |, AUSTRALIA-U.S.: “TOGETHER FOREVER” 

- Despite these seemingly inauspicious beginnings, U.S.-Australian 
relations have remained basically sound. Indeed Washington has 
found in Prime Minister Hawke a great ally. Hawke’s emotional 
antipathy to the Soviet Union and his general support of U.S. 
policies hardly distinguish him from the Reaganite crowd. During 
his U.S. visit in June 1983, Prime Minister Hawke charmed his 
American hosts by virtually echoing Washington on almost every- 
thing and, for added emphasis, made voluntary expressions of Aus- 
tralia’s undying loyalty. He told President Ronald Reagan: “There 
is no country ... that the United States will be able to rely on more 
as a constructive ally than Australia.” He also pledged that the 
United States and Australia would be “together forever,” which 
was reminiscent of the period when another Australian prime min- 
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ister, Harold Holt a conservative, had told President Lyndon B. 
Johnson during his Australian visit in the Vietnam war period that 
Australia would go “all the way with LBJ.” An Australian jour- 
nalist, then traveling with the prime minister, wryly commented 
that even Hawke’s conservative predecessor, Fraser, was more inde- 
pendent in his overall foreign policy, It is, therefore, not surprising 
that Prime Minister Hawke has won the trust of the Reagan admin- 
istration and relations between the two countries have remained 
friendly. 

Be that as it may, a fairly vocal and significant section of the 
ruling Australian Labor Party comprising of its Leftist faction and 
elements of the Center-Left remains highly critical of Australia’s 
“subservience” to the United States. Therefore, despite Hawke’s 
virtually unreserved support of the ANZUS alliance and other as- 
pects of the U.S.-Australian relationship, he cannot always rely on 
an equally enthusiastic endorsement by all sections of his Labor 
Party. Because of this, his government has a compulsion to present 
and project the ANZUS alliance as reflecting Australia’s own na- 
tional interests arrived at independently of U.S. influence and pres- 
sure. In this connection, a review of the ANZUS alliance, under- 
taken after the Labor government came into power in 1983, is 
highly instructive. Speaking in Parliament on the subject, Foreign 
Minister Hayden said: “...The review has led us to a firm and 
unequivocal reaffirmation of the alliance as fundamental to Aus- 
tralia’s national security and foreign and defense policies.” In 
undertaking the review, he maintained, “we were convinced that 
by stripping away the misconceptions and the unrealistic expecta- 
tions which surrounded the treaty, (regarding presumed extensive 
U.S. commitments to Australia’s security) we would strengthen it 
and bring it back to terms with reality (of autonomous defense or 
self-help principle, and to emphasize its status as an agreement 
‘between sovereign and equal states...’).” 

A careful reading of Hayden’s ministerial statement fails to show 
any substantive gains or new insights from the ANZUS review. Its 
main conclusions, as listed by him in Parliament, are: 

1. It (ANZUS) continues to support Australia’s security “in 
current and prospective strategic circumstances and reflects a coin- 
cidence of strategic interest between Australia, New Zealand and 
the United States.” 

2, Even though the treaty does “not define precisely the nature 
of the response” from the ANZUS partners which will be deter- 
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mined “according to their constitutional processes in the event of 
attack or major threat,” it still “has significant deterrent value.” 

3. It has “facilitated the development of available cooperation 
in defense matters with benefits much wider than the scope of the 
treaty’s provisions.” 

4. And it does not “derogate from Australia’s right of national 
decisions in foreign and defense policy matters.” 

These conclusions do not suggest anything new, apart from a 
sharp reiteration of Australian autonomy in matters of its own for- 
eign and defense policies. To the extent the review has failed to 
define precisely the mutual commitments of its partners to each 
other’s security, it remains as vague as ever. The requirement of 
self-help or autonomous defense (conveyed in a joint communiqué 
of the ANZUS Council meeting in July 1983) is again nothing new, 
except that the Labor government seeks to make a virtue out of it. 
(Washington indeed has emphasized this since the Guam doctrine 
of 1969.) According to Hayden: “The erroneous notion that Aus- 
tralia is totally dependent on ANZUS and thus the United States 
for its national security implies an unquestioning, deferential rela- 
tionship which would be unhealthy in itself and also a very poor 
basis for effective defense planning... .” 

As for the presumed “diversity of opinion or attitude” as not 
affecting the “fundamental solidarity underlying the treaty (con- 
veyed through the joint communiqué) ,” Canberra should know the 
pariah status of New Zealand’s Labour government after it dared 
to disagree on the question of entry of U.S. nuclear ships into its 
country’s ports. Closer to home, Hayden could not possibly have 
forgotten Washington’s unhappiness and his prime minister’s re- 
assurance to the United States over his statement in Geneva sug- 
gesting that Canberra would review U.S. nuclear facilities in Aus- 
tralia in the absence of adequate progress toward arms control and 
disarmament (more specifically, on the question of a comprehen- 
sive test ban treaty). Therefore, the notion of a “diversity of opin- 
ion” is without much substance in the case of junior defense partners 
except when it does not impinge on the senior partner’s real or per- 
ceived fundamental interests. 

The visible value of the ANZUS alliance to Australia could only 
be (a) in terms of its deterrent value, (b) gains from joint military 
exercises, (c) supply of advanced U.S. weapon-systems and (d) 
access to U.S, intelligence. New Zealand currently is excluded from 
all these gains because of the suspension of the ANZUS alliance 
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with that country. However, a close analysis would suggest that even 
these benefits might be doubtful. The deterrent value is virtually 
nonexistent in low level threat situations, as Australia now clearly 
recognizes. As for a major threat or attack from within the region, 
a prospective attacker, in any case, is not going to even consider 
this option seriously, because Australia is a considerable regional 
military power on its own and enjoys some of the best natural defen- 
sive attributes to make it very costly, if not outrightly disastrous, 
for an enemy. The deterrent value of the U.S. alliance could at best 
thus be only a marginal factor. The U.S. deterrence has relevance 
only when envisaging an attack from the Soviet Union. But this is 
not expected to happen except as part of a global nuclear war, in 
which case U.S. military installations in Australia, and, possibly, 
other places and population centers too because Australia is a strate- 
gic ally of the United States, will be subject to a Soviet nuclear 
attack; and the deterrent value of the U.S. alliance will be mean- 
ingless, if not counterproductive in terms of inviting Soviet retalia- 
tion. 

As for gains from military exercises etc., their relevance for Aus- 
tralia in a regional context is exaggerated. The sort of weapons 
Canberra might need against its perceived regional enemies does 
not need to be all that sophisticated (F-18 aircraft and so on) and 
could only saddle it with prohibitive expenditure. In the same way, 
Australia might be better served by its own intelligence-gathering 
and assessment in regard to its regional strategic environment. The 
joint military exercises with the United States again are in the con- 
text of a global threat scenario and herce of limited value to Aus- 
tralia in her own neighborhood. 

Alan Renouf, a former head of Australia’s foreign office and his 
country’s onetime ambassador to the United States, has questioned 
the assumed benefits to Australia from the ANZUS alliance, both 
in terms of access to U.S. intelligence and weaponry. He argues: 

(i) There are a lot of countries, some of status comparable to 
that of Australia and none of whom have the security advantages 
we have, who get by well without that information (U.S, intelli- 
gence). 

(ii) The flood: of U.S. information (and analysis) inevitably 
tends to influence Australian policymakers toward the attitudes of 
the U.S., which may, for us, be good or bad. 

(iii) Tt (U.S. intelligence) encourages the policymakers not to 
think enough of themselves as Australians. 
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(iv) Despite U.S. generosity with information for Australia (of 
military, political and economic nature), most of that unpalatable 
to the U.S. government of the time is withheld. 

: (v) Australia inevitably is also led to accept such information 
and analyses that might soon be proven wrong. 

'.On the second point (access to advanced U.S. weaponry), 
Renouf says that “this may be so but it cannot be proven that 
(without it) we might not do just as well on our own, for the sale 
of arms is a very competitive commercial business.” He adds: 
“Besides, do we really need the most sophisticated weaponry the 
U.S. is pleased to supply?” 


CANBERRA’S SECURITY PERSPECTIVE 


At this point of time in our discussion, we may examine Can- 
berra’s security perspective. For more than a decade now (since the 
election of the Whitlam Labor government in late-1972), Canberra 
has been unable to clearly identify and define a regional threat to 
Australia’s security over the foreseeable future. And its security 
situation continues to be fairly comfortable even today. According 
to Gordon Scholes (defense minister in the first Hawke government 
formed in 1983): “No regional power could mount a significant 
threat to Australia, but one (Indonesia) could cause us serious in- 
convenience for a while.... But neither Indonesia nor any other 
regional power could offer a threat with which Australia could not 
cope.” Elaborating in an interview with an Australian journalist, 
he said: “Any attack on Australia; to be effective, must be on the 
east coast, where the population is. If the Indonesians did land in 
the northwest—and I’m not seriously suggesting they would ever 
want to-——(what would they find there?) there are no roads, no 
way of living off the land and no way of getting to the south, which 
is what counts.” 

Scholes went on: “I don’t think Southeast Asian countries even 
in concert could offer a threat with which we couldn’t cope in terms 
purely of military capability and superior manpower compe- 
tence. ... I’m not saying they would wish to try (though)....” He 
also discounted any threat to Australia from a major power. Re- 
calling that previous Australian governments (mainly conservative) 
had ‘suggested (in the past) a threat from Vietnam or China, he 
opined that “neither country can move its forces outside its own 
territory very far (and) neither has an across-water capability.” 
“The Chinese could,” he added, “move large numbers of men in 
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a motley of vessels but they are extremely vulnerable to sea attack.” 
He emphasized that. “the Chinese are, in fact, effective only as far 
as they can walk.” Regarding the Russians, they “could attack us 
(in a global war when) they might nuke the U.S. facilities but this 
would not be part of a plan to occupy, or take out, Australia as 
such.” The present Defense Minister Kim Beazley shares the views 
of his immediate predecessor. According to him, none of the coun- 
tries in Australia’s region is capable of mounting an attack on Aus- 
tralia, even if one wanted to, Even the Soviet Union, he believes, 
would be hard-pressed to project power to our shores without a lot 
more forward bases and aircraft carriers than it has now. 

In regard to Japan, Australia’s concern in a shared one with 
other Southeast Asian countries. Foreign Minister Hayden articu- 
lated it during his official visit to Japan in mid-1983. In a private 
meeting with Prime Minister Yasuhiro Nakasone, he reportedly 
warned: “Australia would be concerned if—either as a result of 
external pressure or internal decision—there were a shift in Japan’s - 
basic defense posture or a dramatic acceleration of defense spend- 
ing.” Hayden added: “Australia would also be concerned if Japan 
were to attempt to develop a regional security role (as) this would 
have a destabilizing effect on the Asian Pacific region.” Japan is 
sometimes mentioned by others as a remote threat to Australia, but 
this scenario is considered unlikely as long as it continues to be part 
of the U.S. security system. 

Such overall comfortable assessment of Australia’s regional se- 
curity situation is also revealed in a detailed official paper, The 
Strategic Basis of Australian Defense Policy, leaked to the Austral- 
ian weekly The National Times, March 30 to April 5, 1984. Ac- 
cording to this document—apart from a potential threat from 
Indonesia—Australia is not under any serious threat from another 
source. A potential conflict with Indonesia could arise over Papua 
New Guinea (P.N.G.)—with which Jakarta has problems arising 
mainly from the Free Papua Movement (OPM) rebel activities in 
its Irian Jaya region; with the rebels crossing over the border into 
P.N.G. where they enjoy a fair degree of popular, as well as some 
official, support due to cultural and racial enny = ane /or from 
direct Indonesian harassment of Australia. 

If the OPM rebel activities from across the Irian Jaya border 
in P.N.G. should, at some stage, lead Indonesia into undertaking 
military operations against that country, Australia will find it very 
difficult to keep out of such a conflict. Not that such a situation is 
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likely to arise on a scale where Australia will have to be militarily 
involved, simply because Canberra would use its considerable influ- 
ence with Port Moresby to curb rebel activities from its territory. 
However, “should a substantial (Indonesian) incursion occur... 
(P.N.G.) could be expected to request consultation with Australia 
under the 1977 Joint Statement on Defense matters, leading to re- 
quests for military assistance. . . .” In the circumstances, the strategy 
paper says: “P.N.G. would have strong expectations of support and 
Australian public opinion could be expected to be favorable.” Aus- 
tralia’s involvement, in that case, could create serious problems 
with Indonesia. 

Either because of P.N.G. or bilateral factors, Indonesia “might 
use military force to harass remote (Australian) settlements coastal 
shipping, and other targets around Australia’s north,” mainly “to 
demonstrate Australia’s vulnerability” and thus enhance Indonesia’s 
regional status. The official strategy paper suggests that “in a cam- 
paign of harassment of Australia, Australian territories at Christmas 
and Cocos Islands could be favored targets (as) both islands are 
much closer to the Indonesian archipelago than to Australia.” 
Therefore, “. . . it could seem feasible to an Indonesian government, 
even with such limited military capabilities as at present, suddenly to 
seize either or both islands, should it see value in such a dramatic 
and challenging gesture.” Apart from such admittedly limited Indo- 
nesian objectives, if these were ever pursued, a large-scale Indo- 
nesian invasion of Australia seems even remoter and unlikely. But 
if it were considered, Jakarta “would require massive external sup- 
port and at least 10 years to complete.” And this should give Can- 
berra enough time “to equip, supply and expand our defense force 
(and its infrastructure)... .” 

The pertinent question for our discussion is the relevance or other- 
wise of the ANZUS alliance in such a situation. Australia’s U.S.- 
connection is considered of rather limited value in this respect. It 
“should be a restraining influence on Indonesia.” In an actual mili- 
tary conflict with that country, “the (ANZUS) alliance should 
provide Australia with some assurance of U.S. diplomatic and other 
support.” If Indonesia were receiving advanced defense equipment 
from the United States, Australia’s allied status should enable it to 
“at least comment in Washington on any moves that we consider 
to be detrimental to our security.” Apart from such dubious value 
of the ANZUS alliance, Canberra does not expect much direct 
military help from the United States. The defense policy paper 
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clearly states: “Australian policy for some years has recognized that 
the threshold of direct U.S. combat involvement could be quite 
high, and circumstances at the time could significantly limit U.S. 
willingness or ability to help Australia....” On the general ques- 
tion of regional threats, there is frank recognition that “we cannot 
rely upon U.S, support in a defense emergency arising within our 
neighborhood. . . .” 


U.S. STRATEGIC DETERRENCE 


Australia apparently seeks its security in the context of a global 
strategic balance of power between the U.S.-led “free” world and 
the Soviet-led Warsaw Pact. Australia believes that the Soviet 
Union has achieved strategic superiority over the United States in 
some critical areas of nuclear weaponry. Therefore, “the ability and 
resolve of the U.S. to maintain effective strategic competition with 
the U.S.S.R. is of fundamental importance for Australian security.” 
And through ANZUS and other related arrangements, Canberra 
sees itself as contributing to the U.S. nuclear deterrent capability. 
It recognizes that U.S. defense facilities/bases in Australia as part 
of Washington’s global command and control network for nuclear 
warfare will become Soviet targets in a nuclear exchange between 
the two superpowers. These risks, however, are considered worth 
taking “to support the U.S. deterrent -posture....” As regards to 
its policy on national nuclear weapons, the Hawke government 
seems keen to keep its options open. The strategy paper says: 
“Developments relating to nuclear capability in countries within 
Australia’s neighborhood: should be monitored in order to ensure 
that the lead time for Australia should be matched with develop- 
ments in other countries should government so decide.” Similarly, 
Canberra does not want to be caught unaware about developments 
in its neighborhood regarding chemical and biological warfare. It 
is, therefore, suggested that “we should also maintain a scientific 
competence in these areas sufficient to advise policy.” 

- The hosting of U.S. defense facilities is, therefore, a substantial 
part of the U.S.-Australian security relationship. According to 
Desmond Ball, an expert on the subject: “The U.S. maintains in 
Australia more than two dozen installations concerned with mili- 
tary communications, navigation, satellite tracking and control and 
various. forms of intelligence collection, making Australia host to 
more such U.S. operations than any other country except the United 
Kingdom, Canada and West Germany.” And these “comprise the 
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single most important U.S. strategic interest in Australia....’ 
Among these installations, the three most important are the naval 
communications station at North West Cape and the satellite 
ground-control stations at Pine Gap and Nurrungar. 

North West Cape, which officially became operational on Sep- 
tember 16, 1967, is said to be “one of the most important links in 
the U.S. global defense communications network”; its main pur- 
pose being to “maintain reliable communications with submarines 
of the U.S. fleet patrolling in the Pacific Ocean....” To put it 
bluntly, quoting another Australian analyst, “it transmits opera- 
tional orders to U.S. nuclear-powered, nuclear-armed submarines 
in the Pacific, their warheads programed for delivery on Russian 
targets.” The station “also has an array of high frequency trans- 
mitters which are extremely important to U.S, military operations 
in the Indian and western Pacific Ocean areas, as well as a ground 
station for the U.S. Defense Satellite Communications System.” 

The Pine Gap base, commissioned in 1969, is operationally con- 
trolled by the U.S. Central Intelligence Agency (CIA). It receives 
satellite (signals) intelligence gleaned from a “wide spectrum of 
Soviet and Chinese military communications and radar transmis- 
sions... allowing the mapping of the extensive Soviet early-warn- 
ing and air defense networks (and), includes telemetry data trans- 
mitted during Soviet ballistic missile tests.” The intelligence thus 
received enables the U.S. to monitor Soviet missile developments, 
enabling it also to determine Moscow’s compliance with the strate- 
gic arms limitation agreements. They (U.S. signals intelligence 
satellites beaming information to the Pine Gap ground-control sta- 
tion) also “have the capability for intercepting Soviet and Chinese 
telephonic and radio microwave communications.” They are used 
too for covert communications between U.S. military and intelli- 
gence personnel around the world. 

The Pine Gap station is vital to the United States. An Australian 
journalist, in fact, has written: “According to every military strate- 
gist and even some politicians who know the full significance of 
Pine Gap, the United States would go to war if necessary to ensure 
that this most important piece of U.S. real estate stays exactly where 
it is, and continues to do what it has done for the last 15 years.” 
While an academic opines that “it would not be an exaggeration to 
say that the continued operation of Pine Gap, in particular, is more 
important to Washington than the whole of the rest of ANZUS 
put together, conferences, sea exercises and all.” 
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Another important facility—Nurrungar station—is officially de- 
scribed as the “most important” system the U.S. relies on for early 
warning of ballistic missile attacks. According to John Pike, assist- 
ant director of space policy for the Federation of American Scien- 
tists, as quoted by an Australian journalist, the base at Nurrungar 
in South Australia would be involved not just in early warning of 
Soviet missile launches but also in tracking them as part of the 
U.S. attempts to destroy them. 

These and other U.S. facilities and installations are not the only 
ones which lock Australia into the U.S. global strategic network. 
Australia also provides port facilities to U.S. naval vessels; staging 
facilities at Darwin for B-52 aircraft engaged in surveillance work 
in the Indian Ocean, and Australian ships are periodically deployed 
in the Indian Ocean under U.S. operational control. 

The U.S, defense bases in Australia are the subject of arguments 
and criticism in this country. The arguments and counterargu- 
ments principally center around whether these installations help to 
strengthen U.S. strategic deterrence (strategic defense) or contrib- 
ute to the U.S. strategic offense (first strike role). The Australian 
government, of course, maintains that these facilities help to main- 
tain global strategic balance. The government tends to minimize the 
danger to Australia from a nuclear war, contending that “the south- 
ern hemisphere (where Australia is) would be largely spared.” It 
is also argued that since Soviet targetting would be aimed at U.S. 
bases, sited in remote unpopulated areas, its general impact on 
Australia will be marginal. Others, however, are not so sure in view 
of Australia’s status as a committed strategic ally of the United 
States, with military cooperation between them not just confined 
to these remote bases. For instance, port facilities in Australia for 
U.S. naval ships and staging facilities for B-52 aircraft in Darwin 
do tend to expand the area of Soviet targetting to just about the 
whole country. 

The U.S. bases also cause concern because of “monitoring (by 
them) of Australian communications” as well as those of other allied 
and friendly countries. The Greek community in Australia, for in- 
stance, was greatly perturbed recently over reports that the Pine 
Gap facility would be used to spy on the socialist government in 
that country. The station thus has the potential to complicate Aus- 
tralia’s relations with other countries, And, of course, the intercep- 
tion of domestic Australian communications could have all sorts of 
implications regarding the destabilization of a “troublesome” Aus- 
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tralian government. 

Furthermore, Australia’s restricted control over U.S. bases not 
only tends to infringe its sovereignty, it could also involve Canberra 
in a military conflict initiated by Washington without its knowledge 
and consent. North West Cape communications base, for instance, 
was used without reference to Australia, during the bombing of 
Cambodia in 1969-72, the mining of the Haiphong and other north 
Vietnamese harbors in 1972 and the raising of a nuclear alert dur- 
ing the 1973 Middle East war. Fortunately, none of these situations 
escalated into a major military conflict. Though Australia’s access 
to these facilities has lately improved somewhat, as Desmond Ball 
pointed out in an article last year, it is still restricted. For instance, 
“Australians are excluded from the U.S. National Communications 
Room” at North West Cape, which would severely constrain any 
Australian ability to ensure (as Foreign Minister Hayden would 
have us believe) that “the station will not be used to send orders 
for a first-strike nuclear attack nor to initiate a limited strike.” Ball 
also says that “at both Pine Gap and Nurrungar there are also 
national U.S. cypher and communication rooms to which Austral- 
ians are not admitted.” He adds: “More importantly, however, 
Australians are also excluded from one of the most critical sections 
of the Control and Computer Building at Pine Gap.” In the case 
of other U.S. installations, seemingly engaged in scientific research 
or other harmless activities, even they have some “military signifi- 
cance and sometimes potentially great military significance, the na- 
ture and implications of which have never been officially explained 
to the Australian public.” 


AUSTRALIA’S DILEMMA 


Canberra’s Americari-connection, with its nuclear dimension and 
the consequent risk to Australia of annihilation, poses a dilemma 
for the government. It is now increasingly accepted that, in the 
absence of U.S. nuclear installations in Australia, there will be no 
-direct security threat to Australia from the Soviet Union. According 
to the present Defense Minister Beazley, if the Soviet Union were 
to contemplate a conventional attack on Australia, it would be 
hard-pressed without a lot more forward bases and aircraft carriers 
than it has now. And they will be highly vulnerable in that event. 
Indeed, there have been indications from the Soviet Union that 
Australia has nothing to fear from them without U.S. bases in this 
country. In the circumstances, Australia’s growing nuclear dis- 
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armament movement is developing into an important political con- 
stituency. During the 1984 election, for instance, a hastily-organized 
single-issue Nuclear Disarmament Party polled nearly 500,000 pri- 
mary votes. The Australian Democrats, another political party with 
antinuclear overtones, polled 7.6 per cent of the total votes. A large 
percentage of peace votes were at the cost of the ruling Labor 
Party because of the Hawke government’s failure to distance itself 
from the U.S.-nuclear connection. It is also pertinent to note that 
the Labor Party’s numerically significant Leftist faction is also 
largely opposed to Australia’s U.S.-security link. The Hawke gov- 
ernment is, therefore, under pressure to disengage from or modify 
the nuclear aspect of its U.S. alliance. 

It is not without significance that Prime Minister Hawke had 
to stage an embarrassing retreat on a prior commitment to the 
U.S. to provide support facilities in respect of monitoring MX 
missile tests, when faced with backroom party uproar on this ques- 
tion. In a subsequent parliamentary debate, Hawke admitted that 
his response (to renege on MX commitment) was a reaction to a 
widespread community concern which went beyond his own Labor 
Party where it cut across all factions. In other words, what it meant 
was that the nuclear dimension of Australia’s U.S. alliance was not 
immune to popular pressure, which is precisely what has already 
happened in New Zealand where the ban on U.S. nuclear ships 
has made the trilateral ANZUS alliance inoperative. 

The danger to the Australia-end of the ANZUS relationship is, 
however, neither imminent nor likely in the near future. According 
to Hayden “something like 70-odd per cent of the community sup- 
ports ANZUS.” But that may not be the case when U.S. nuclear 
bases and the attendant dangers from them are highlighted. Indeed, 
Prime Minister Hawke justified the reversal of his decision on MX 
missile tests because of the need not to jeopardize the “fundamentals 
of our relationship with the United States,” and he maintained 
that similar considerations led Washington to arrive at the same 
conclusion “as I had.” But the fact remains that this was probably 
the first time when an Australian government, under domestic pres- 
sure, had to cave in publicly on an issue deemed important by 
Washington to modernize its nuclear arsenal. 

The dilemma for the Australian government is three-fold. First, 
Canberra must keep reassuring Washington about Australia’s con- 
tinued commitment and loyalty to the security relationship. That 
is to say, Washington must feel relaxed about its nuclear support- 
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facilities in Australia. Second, in view of Australia’s expanding 
peace constituency and its electoral implications, the U.S. alliance 
must somehow be sold domestically as helping to ensure Australia’s 
security through U.S. nuclear deterrent and its progression into dis- 
armament. Third, the relationship between Australia and the 
United States should appear acceptable and welcome to Australia’s 
neighbors. 

On all these matters, the Hawke government is making strenuous 
and belabored promotion to blunt the attraction of the peace alter- 
native. On the first question, the government continues to reiterate 
the centrality of Australia’s alliance with the United States. Re- 
garding its nuclear aspect, Hawke has emphatically said: “We are 
not a unilateralist party (and) we reject unilateralism because it 
is a fatuous and dangerous doctrine which we will not embrace.” 
On the second point, even while recognizing that “it (strategic 
deterrence) is not the sanest way for superpowers to conduct their 
relationship,” Prime Minister Hawke believes that Australia still 
should be “prepared to play our part” in it (by hosting American 
installations) because it is the only “system which has saved the 
world from nuclear holocaust.” At this point, deterrence and dis- 
armament are interlinked, with Australia said to be playing a useful 
role in both. l 

American facilities in Australia are said to form a “necessary 
part of the process and system of deterrence (strategic defense) .” 
In the same way, “because of the early-warning system they provide 
...and because of the way in which they provide the possibility of 
verification, they are an essential part of the processes of negotiation 
for meaningful disarmament treaties.” It is also maintained that the 
Australian disarmament ambassador in Geneva (and its delegates 
in the United Nations) continue to promote a comprehensive test 
ban treaty as an important step toward disarmament. 

On the third question, Australian Defense Minister Beazley has 
“no doubt that all our neighbors in Southeast Asia and the south 
Pacific have been very pleased to see a strong relationship between 
Australia and the United States.” This may be true but, by the 
same token, Australia might be seen as an advanced Western out- 
post of American “imperialism”; the U.S. alliance nonetheless being 
currently useful because of the existing mutuality of interests be- 
tween Australia and its non-Communist neighbors regarding the 
need for a U.S. regional presence. An Australian editorialist re- 
cently wrote: “In Southeast Asia we do not have automatic friends.” 
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He added: “We are confronted with countries... (which are) 
exhibiting an increasingly assertive anti-Western ideology (authori- 
tarian nationalism, presumably).” It is in this larger context of an 
Australian perception that their country is surrounded by unpre- 
dictable neighbors, with not entirely benevolent disposition and of 
altogether different cultural and racial backgrounds that ‘“Aus- 
tralia’s ANZUS Treaty relations with the U.S. remain vital in terms 
of our ultimate security.” The United States, therefore, is Austral- 
ia’s ultimate (implied) guarantor. 


NEW ZEALAND AND ANZUS 


However compelling and widespread this innate Australian in- 
security and the consequent need for an U.S. security-connection, 
the nuclear dimension still seems to worry many Australians though 
nowhere near as much as it does the people of New Zealand. The 
reason for this disparity could be, as Prime Minister Lange of New 
Zealand has said, that “we—New Zealanders—(about 1,900 km 
deeper down under than Australia) don’t feel threatened overtly 
as countries next to the rim of nuclear powers do. .. .” Besides, New 
Zealand’s antinuclear position is also greatly fortified (and, possibly, 
even shaped largely) by its total opposition to the French nuclear 
testing in the Pacific. Though opposition to French nuclear-testing 
is fairly strong in Australia too, New Zealanders have always dis- 
played more passion and anger on this question. Strange as it may 
seem, the absence of U.S. nuclear facilities in New Zealand has also 
simplified the government’s task in implementing a nonnuclear 
policy. Otherwise, the U.S. reaction would have been much more 
hostile and extremely hurtful, and consequently difficult for the 
government to stick with its decision. Frankly Washington can easily 
do without ceremonial visits by its nuclear ships to New Zealand 
ports. Its limited sanctions against New Zealand by way of suspend- 
ing intelligence-sharing etc. are largely demonstrative to warn U.S. 
other allies who might consider following its path. It has so far not ` 
sought to impose economic restrictions/sanctions on trade and in- 
vestment, where New Zealand is really vulnerable. 

‘Be that as it may, Prime Minister Lange has justified the ships 
ban as a “decision based on (his country’s) national interests, its 
unique circumstances, and that (New Zealand) is not engaged in 
some crusade telling other people what their business is.” ‘The 
government, in any case, was implementing an important part of 
its electoral platform on which it was elected to power—so it is 
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argued. Any repudiation of people’s will by an elected government, 
the argument goes, would be grossly undemocratic and the United 
States, with its commitment to democracy, should not in fact be 
seeking to penalize the Labour government in New Zealand which 
is simply doing its duty. 

But these arguments have not carried much weight with Wash- 
ington which believes in the indivisibility of a security relationship. 
In other words, it does not expect its security partners to pick and 
choose (and reject) parts of a total alliance system. Wellington thus 
cannot be expected to have the security of its U.S.-connection while 
simultaneously refusing to fulfill all its obligations. This contradic- 
tion, however, is not entirely of New Zealand’s making. The United 
States too is vague on its commitment to the defense of Australia 
and New Zealand, as discussed earlier. In the circumstances, it is 
not unusual for alliance partners to differ on some aspects of their 

‘security relationship. This has even happened between the United 
States and its allies in the North Atlantic Treaty Organization 
(NATO), with tighter defense commitments. 

‘Despite current problems with New Zealand, the ANZUS 
Treaty, by no means, has ceased to exist. According to Hawke, Aus- 
tralia’s prime minister, “The ANZUS Treaty remains.” He adds: 
“Tt needs to be emphasized that this point is not in dispute between 
any of the ANZUS partners... (However) in so far as ANZUS is 
a trilateral relationship virtually nothing of it is operative.” New 
Zealand’s Lange government believes that the fundamental security 
guarantees of the ANZUS alliance are still in force and continues 
to underwrite the strategic stability of the region. According to a 
New Zealand government strategy paper: “In strategic terms, any 
threat that did develop would also affect Australia and almost 
certainly the United States as well, (and hence) the fundamental 
security guarantees remain valid. ... What has changed is the way 
` in which ANZUS has operated up to now in terms of military and 
» intelligence cooperation.” And Wellington pledges its readiness to 

” resume full ANZUS relations whenever possible. 

The Lange government’s strategy paper, which sets forth Welling- 
ton’s post-ANZUS position, seeks, however, to redirect New Zea- 
land’s defense and foreign policies toward its immediate south 
_ Pacific neighborhood based on a higher degree of military self- 
_ sufficiency. This would suggest a sharp departure from its previous 
commitment to the defense of Southeast Asia. Indeed, despite its 
smal] army New Zealand had continued to maintain one infantry 
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battalion in Singapore. This position will now change. 

The new focus on the south Pacific, it is argued, must become 
the basis of a new and closer defense relationship with Australia, 
which is described as New Zealand’s fundamental ally. In this con- 
nection, broad areas of bilateral defense cooperation have been 
identified following a visit to New Zealand, in April 1985, of the 
Australian Defense Minister Beazley. According to Australian press 
reports, Canberra will help Wellington overcome its defense prob- 
lems arising from the ANZUS disruption by making special ar- 
rangements to maintain the flow of non-US. intelligence, holding 
extra military exercises, giving training assistance and sharing scien- 
tific research and expertise in defense matters. New Zealand, on its 
part, is committed to increasing its defense expenditure, which 
opens up the possibility of buying more of its equipment and 
weapons from Australia. The Lange government has, however, 
withdrawn from Australia’s submarine program, opting instead to 
strengthen its surface fleet. 

In seeking to redirect its strategic priority from Southeast Asia 
to the south Pacific, the Lange government is focussing and drawing 
attention to the danger of Soviet penetration in the area. This seems 
to gain credence from press reports of Soviet initiative and over- 
tures to sign fishing agreements with the tiny south Pacific states 
of Kiribati and Tuvalu. Hugh White, an Australian defense cor- 
respondent who reported on Beazley’s visit to New Zealand, how- 
ever, believes “that the Russian threat is being conjured up mainly 
for public consumption (at home, presumably) and that behind 
the scenes a more subtle threat assessment is emerging... (which) 
sees the possibility of local political instability in the tiny island 
states to New Zealand’s north as more worrying than Soviet fishing 
deals.” He adds: “It seems the overhaul of New Zealand defense 
forces now under way is intended to give the capacity to police the 
tiny island states if they do start coming apart at the political 
seams.” 

While increased bilateral defense cooperation is under way be- 
tween Australia and New Zealand, this will not be an open-ended 
commitment. Their divergent regional priorities will limit this 
cooperation. So will Australia’s desire not to be seen by Washington 
as seeking to undercut its sanctions against Wellington. It will also 
be constrained by financial stringency because Canberra would not 
want to incur too much extra expenditure on bilateral defense co- 
operation with New Zealand. (Australia’s own requirements. will 
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continue to be met under the ANZUS relationship with the United 
States.) On Wellington’s part, it certainly does not give the impres- 
sion of seeking a dependency relationship with Australia. During 
his New Zealand visit, the Australian Defense Minister Beazley 
reportedly found the Kiwis enjoying their newfound independence. 
A New Zealand official was quoted to say: “Having cut the apron 
strings, first with Britain and now with the U.S., we are not about 
to tie ourselves up again to Australia.” Besides, as White found 
out, “they regard the south Pacific as their backyard and... there 
is a lingering reluctance to see Australia take on too big a role there, 
for fear that we (Australians) might take the place over.” 

Having concluded that basic guarantees of the ANZUS alliance 
still remain valid, Wellington sees no point in mourning over the 
lapsed cooperation with Washington. The government there is only 
too keen to build up an increasingly self-reliant defense structure to 
meet its new priorities identified in its strategy paper. It is now 
increasingly recognized that ANZUS—even when revived—will 
never be the same again. The ban on the visit of U.S. nuclear ships 
is overwhelmingly popular in New Zealand; a recent poll suggesting 
as much as 77 per cent support. The strategic redirection and em- 
phasis on defense self-reliance has apparently become a national 
policy. Even the conservative opposition which opposes the ban on 
U.S. ships visiting New Zealand no longer regards this as a major 
issue in the ANZUS crisis. New Zealand opposition leader, James 
McLay, believes that “things could never be the same again after 
the last few months,” following the ban on U.S. nuclear ships. 

-In Canberra too, there is now resigned acceptance of the new 
situation in the ANZUS alliance. Apart from some initial huffing 
and puffing, both the United States and Australia now seem set 
to limit the damage, There are no moves to expel New Zealand 
and/or to renegotiate a bilateral defense treaty between Canberra 
and Washington. Besides, it seems to have dawned on the Reagan 
administration that any further hardening of its stance against 
New Zealand will simply turn a friend and ally into an enemy. In 
Canberra, the Hawke government largely took the sensible view 
that it had no direct role to play as the matter was a bilateral one 
between Washington and Wellington. And it has since shown even 
greater maturity by seeking to develop bilateral defense cooperation 
with New Zealand. 
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FUTURE OF ANZUS 


Though the ANZUS alliance is alive, at least between Australia 

and the United States, its future health will depend on how well 
Washington responds to Australian national sensitivities, Despite its 
popularity in this country, the situation may not last forever. Among 
other things, the composition of Australia’s population has signifi- 
cantly changed since World War II. Many of its non-Anglo-Saxon 
nationals, not an inconsiderable number, do not always appreciate 
the logic of such conditioning which regards Australia’s destiny and 
survival as inextricably linked to U.S. strategic doctrine and posture. 
And as they get to assert a greater role in national affairs, this 
assumption might come to be increasingly challenged. Even other- 
wise, Australia is developing its own national personality. In due 
course of time, this national assertiveness might not favorably look 
upon a dependency relationship with the United States. At another 
level, among some academics, journalists and other elite elements, 
an informed opinion is emerging which ‘questions the view that (a) 
Australia is under threat; (b) it cannot be defended on its own, 
and (c) the U.S. alliance is a reliable instrument of Australia’s 
defense. 
' These critics, admittedly a very small minority, broadly argue 
that Australia’s vastness, huge coastline, isolation, varied terrain, 
climate, etc. make it one of the least threatened countries in the 
world. These were precisely the considerations which dissuaded 
Japan from invading Australia during World War II. Coupled with 
Australia’s own considerable strike force (Orions, F-III and F-18 
aircraft—now being acquired—, equipped with deadly Harpoon 
missiles, as well as naval-frigates and submarines), any foolish in- 
vading force in the region would have very little chance of making 
it to Australia. And if it did land in a crippled state, it would have 
insuperable problems of: supplies, logistics, garrisoning, reinforce- 
ments, etc. With such strategic assets, combined with its own con- 
siderable military power, Australia might find some advantages in 
following a non-aligned foreign and defense policy. 

This minority view favoring an independent non-aligned policy 
is certainly not a popular one. But the very fact that such views can 
now be expressed ‘and debated shows that Australia has traveled 
some way from the one-dimensional security perspective based on 
the U.S. shield. The non-aligned and nonnuclear defense perspec- 
tive could become the policy alternative of the nuclear disarma- 
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ment movement, which is often accused of dodging the important 
question of national defense or plain ignorance about it. These 
tentative advances toward diversity in national debate on defense 
by no means suggest any real danger to the ANZUS relationship 
with the United States. The suggestion, however, is that the 
ANZUS alliance is not sacrosanct. Already weakened by the 1969 
Guam doctrine of President Nixon, it received another jolt from 
New Zealand’s suspension. New Zealand’s nonnuclear example is 
bound to encourage similar elements in Australia, who are not an 
insignificant number in the ruling Labor Party and in the com- 
munity at large. This could mean an enhanced and expanding 
opposition to U.S. nuclear facilities in Australia. 

It is significant that the question of U.S, bases in Australia is 
creating ripples even among some members of the Labor Party’s 
right wing. For instance, Michael Maher, a Labor Party member 
of Parliament from its right wing, recently asked Prime Minister 
Hawke at a party caucus: Why government members of Parlia- 
ment could not receive a proper briefing on U.S. bases, since it ap- 
peared that more information was available to members of the 
U.S. Congress? Indeed, the Labor Party Caucus Foreign Affairs 
and Defense Committee is seeking to visit the U.S. facilities at Pine 
Gap, Nurrungar and the North West Cape. Maher’s argument and 
that of other members of the Foreign and Defense Committee is 
that it is unreasonable for the government to expect Labor mem- 
bers of Parliament to defend its policy on the bases—that these 
‘USS. facilities play a vital role in nuclear deterrence and hence con- 
tribute to Labor’s ultimate disarmament goals—if they do not even 
have adequate information. One member of Parliament put it more 
strongly when he asked: “How can we expect to defend the policy 
and say the bases are vital, if we are not told more than a group 
of boy scouts?” The Secretary of the Caucus Foreign Affairs and 
Defense Committee has said: “Unless we are sure the bases are only 
of value for verification purposes, as Hayden says, and not for in- 
creasing the U.S. first-strike capability, it is very hard to justify 
our involvement in them.” He maintained: “We are a nuclear 
target—if some one wants to tell us this is worthwhile, we should 
know the reasons why?” 

Ironically, the government’s very strategy of deflecting, con- 
fusing, denting or blunting peace arguments of nuclear disarma- 
_ment—by seeking to project the role of U.S. bases in Australia as 
an integral part of a process of progressive disarmament—is cre- 
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ating difficulties for it. More and more people within and outside 
the Labor Party are asking the government to provide more in- 
formation about the precise role and functions of the U.S. bases. 
The government cannot supply all the information because (i) it 
may not itself know all that goes on there, and (ii) the U.S. govern- 
ment may not allow it to tell even that which it knows because it 
does not consider its dissemination safe in Australia. In either case, 
the controversy is likely to increase as time goes by and this will 
not be without some fallout on the ANZUS alliance. 


NOTES 


1 Not that there was any validity in this Australian belief before because Article IV 
of the ANZUS Treaty clearly stipulated: “Each Party recognizes that an armed attack 
in the Pacific area on any of the Parties would be dangerous to its own peace and 
safety and declares that it would act to meet the common danger in accordance with its 
constitutional processes... .” 

In other words, there is no automatic commitment to each other’s defense. 


INDIA AND THE INDIAN OCEAN: 
CHANGING STRATEGIC 
PERSPECTIVES 


By T. T. Poulose Yi 


P | I HE northwestern quadrant of the Indian Ocean has assumed 
tremendous strategic importance and is being rapidly mili- 
tarized on an unprecedented scale. Tension has been build- 

ing up in the area over the years due to several factors. The Soviet 
occupation of Afghanistan, the fall of the Shah of Iran, the hu- 
miliating ordeal of the American hostages in Iran, the seemingly 
irreconcilable hostility of the Khomeini regime toward the U.S. 
and the Iran-Iraq war are the most important developments which 
have shaken American influence and credibility after the Vietnam 
debacle. 

The United States seems to believe that its vital interests are in- 
volved in this arc of crisis extending from Afghanistan to the Horn 
of Africa. Hence instead of a token military presence America 
decided to seek military bases in the northwest Indian Ocean. Al- 
ready the Rapid Deployment Force has moved into the region and 
a Central Command (CENTCOM) structure has been set up. In 
the Arabian Sea, a carrier-based task force has been stationed on a 
regular basis. Such an enormous American force concentration, 
designed to operate from land and sea, is something unusual, be- 
cause until recently, the U.S. has had only a low priority strategic 
interest in.the Indian Ocean. 

Apparently, the U.S. strategic perception has undergone some 
precipitate change. Perhaps, the acquisition of the Diego Garcia 
base might have signaled the beginning of this shift in view. 

But what prompted the U.S. to upgrade its strategic interest in 
the Indian Ocean where it had only a’ nominal presence (at 
Bahrain) with a so-called Middle East Task Force of only three 
warships (reduced to one and eventually withdrawn)? 

There are, at least, five important- reasons which might have 
influenced the U.S. strategic re-evaluation of the Indian Ocean. 
First, the strong U.S. interest in the Indian Ocean might have been 
prompted by strategic considerations, namely, the possibility of 
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deploying Polaris nuclear submarines there soon after their deploy- 
ment in the Mediterranean Sea in mid-1960s. However, the U.S. 
administration denied this saying that there were no submarine 
tenders in the Indian Ocean without which such deployment was 
not feasible. Now, with the introduction of the intercontinental 
range Poseidon and Trident submarines, the utility of the Indian 
Ocean as a base of operation against. Soviet targets Is even more 
doubtful. 

The second is the so-called power vacuum in the Indian Ocean. 
After World War II, the dwindling British Empire ceased to be the 
paramount sea power. The Indian Ocean was no longer regarded 
as a British lake. In order to cut.down military expenditure, the 
Labour Party government decided to disband its military installa- 
tions in far-flung areas, where new nations had emerged, including 
the withdrawal of the British Navy from east of Suez, begun in the 
mid-1960s and completed in the early 1970s. Hence the question 
of protecting vital economic and other interests of the West became 
paramount. It was estimated that the West had invested not less 
than U.S.$20 billion in the Indian Ocean region. In a highly volatile 
area like the Indian Ocean, frequent regime changes, especially of 
a more radical nature, were bound to jeopardize the West’s eco- 
nomic and political interests and also likely to threaten the more 
conservative local allies of the West. Thus the British withdrawal 
had been perceived as a prelude to the creation of a power vacuum 
in the Indian Ocean region and it had to be averted by the induc- 
tion of the: U.S. Navy in the Indian Ocean as a guarantee against 
any adverse developments to the detriment of the West. 

In this reckoning, it is obvious that the local navies of the Indian 
Ocean states have been discounted as ineffective. Whether this as- 
sessment of a power vacuum in the Indian Ocean is correct or not, 
it is irrefutable that the American naval presence with the stepped- 
up activity in search of base facilities, began simultaneously with 
the British withdrawal. There is also evidence of British-American 
collusion in expediting the U.S. naval presence in the Indian Ocean. 
Perhaps, the power vacuum theory was a subterfuge to rationalize 
the inevitable U.S. move to achieve military presence in the Indian 
Ocean. 

A third reason, perhaps a more plausible one, for the increased 
U.S. presence in the Indian Ocean is to neutralize the Soviet pres- 
ence there since 1968. The Soviets had given several reasons to 
justify their presence in the Indian Ocean. First, it facilitates Soviet 
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fleet movements from the Black Sea to Vladivostok, via the north- 
west quadrant as it is only 2,200 miles from the Black Sea, whereas 
the Cape route is 11,000 miles. Secondly, there is a large Soviet 
mercantile fleet and fishing fleets operating in the Indian Ocean 
which have to be protected. Thirdly, it is reasonable to assume that 
the sudden spurt in the Soviet naval presence in the Indian Ocean 
might have been prompted by the fear of the possible deployment 
of American Polaris submarines which would be a direct threat to 
Soviet targets located in Asiatic Russia. 

Another reason for the U.S. presence is undoubtedly to provide 
protection of oil shipping routes from Persian Gulf. 
. In any case, the Soviet presence in the Indian Ocean since 1968 
is a reality, regardless of the circumstances which brought the So- 
viet Navy into the Ocean, Consequently, there is now a U.S.-Soviet 
power rivalry in the Indian. Ocean which is viewed with deep con- 
cern by the littoral and hinterland states of the Indian Ocean re- 
gion. 


ZONE OF PEACE 


As none of the littoral states of the Indian Ocean has adequate 
naval capability to deal with superpower rivalry effectively, they 
were left with no other choice but to evolve a common non-military 
approach to the problems that might arise from the militarization 
of the Indian Ocean. Consequently, they succeeded in agreeing to 
a strategic consensus without the structures of a military organiza- 
tion. This was embodied in the U.N. Resolution 2832 (XXXVI), 
December 16, 1971, moved by Sri Lanka and cosponsored by India, 
with the avowed objective of declaring the Indian Ocean as a zone 
of peace. 

The common denominator iri the strategic consensus is that all 
littoral and hinterland states agree that the militarization of the 
Indian Ocean and the superpower rivalry are a threat to the se- 
curity of all Indian Ocean states. This is amply evident not only 
from the joint moves of these countries in the U.N. General Assem- 
bly and.the Ad Hoc Committee.on Indian Ocean, but also from 
the positions reiterated at the non-aligned conferences. Through 
these non-aligned conferences, the states of the Indian Ocean 
region expressed their common concern about: (a) Great Power 
rivalries and their increasing and intensifying military presence, (b) 
the dangerous tension in the Indian Ocean area caused by thé ex- 
pansion of existing foreign bases, military installations, logistical 
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supply facilities, disposition of nuclear weapons and other weapons 
of mass destruction, (c) the direct threat to the independence, 
security and stability of the littoral and hinterland states, (d) the 
continuous intervention and interference by the Great Powers in 
the internal affairs of littoral and hinterland states threatening their 
independence, sovereignty and integrity, and (e) their fear that re- 
cent developments in the northwest region of the Indian Ocean 
might become the main focus of Great Power rivalry in Asia. 

The non-aligned conferences also appealed to the Indian Ocean 
littoral states to desist from membership in military alliances con- 
ceived in the context of Great Power rivalry and requested them 
to refuse to grant facilities to warships and military aircraft as these 
were prejudicial to the sovereignty, territorial integrity and security 
of the states belonging to the Indian Ocean region. 

In order to plan a common strategy to eliminate the Great Power 
presence and to transform the Indian Ocean into a zone of peace, 
in accordance with the U.N. General Assembly Resolution 2832 
(XXXVI), December 1971, an international conference on Indian 
Ocean had been scheduled in early 1985. But the United States is 
the major stumbling block in realizing this meeting. The U.S. dele- 
gate to the Ad Hoc Committee on Indian Ocean observed recently 
that there had been a dramatic erosion of the situation in the Indian 
Ocean region since the idea for a zone of peace was first endorsed. 
“Today, the situation is, regrettably, less rather than more, con- 
ducive to an Indian Ocean zone of peace,™ he added. 

Evidently, the littoral states, despite their mutual hostilities and 
habitual conflicts, perceive the Indian Ocean rivalry as a threat to 
their security. Hence, they are relying on conference diplomacy— 
U.N. General Assembly, the Ad Hoc Committee on Indian Ocean 
and the Non-aligned Movement (NAM )—to persuade or pressure 
the superpowers to demilitarize the Indian Ocean and pull back 
their nuclear weapon systems. 

` At this stage, it serves no useful purpose in asking who started 
the Indian Ocean power rivalry. The fact is that the U.S. and the 
Soviet Navies are present in the Ocean on a regular basis, though 
their objectives are different. From their moves and countermoves, 
it is clear that their interest in the Indian Ocean is primarily to 
influence the course of events or policies of the littoral and hinter- 
land states. It is also true that frequent regime changes and de- 
stabilization are the outcome of such influences in an area which 
is so susceptible to the machinations of the superpowers. They 
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supply arms to destabilize the region, they provide economic aid 
to wean. them away and they intimidate them if these methods do 
not work. 

U.S. allies in the Indian Ocean region share the same desire to 
declare the Indian Ocean a zone of peace, although the U.S. has 
been. cold-shouldering this idea from its very inception. In contrast, 
the Soviet Union has been consistently supporting the move of the 
Indian Ocean littoral and hinterland states to declare the Ocean 
a-zone of peace. 

While.the United States has been opposing the proposal to hold 
an international conference on the Indian Ocean in 1985, the Soviet 
Union has been supporting it. 

' Though the United States has been of the view that the Soviet 
Union might interrupt the oil traffic across the Indian Ocean in 
the event of a.serious crisis in the Persian Gulf, there is not a shred 
of evidence to prove this. On the contrary, now it is the local states 
that are found to be threatening the oil flow from the Persian Gulf, 
as is evident from the warnings sounded by Iran and Iraq from 
time to time. 


ar INDIA’S STRATEGY 


Thus, the strategic environment around India is most EP 
an unhealthy one and hence India has legitimate reasons to be 
vigilant and apprehensive about the ominous developments. Though 
the Indian Navy is the best among the littoral states of the Indian 
Ocean, it is ineffective in playing a significant role militarily to 
deal with the superpowers whose strategic interest in the Indian 
Ocean has been increasing recently. At the same time, some of the 
smaller neighbors of India have been suspicious about India’s grow- 
ing military and naval capabilities, even though there has not been 
a single instance when India’s Navy threatened the security of its 
neighbors. This is amply evident from India’s moderate approach 
to the emotive “Tamil” issué in Sri Lanka in which India, instead 
of resorting to “gunboat diplomacy,” is patiently playing the role 
of an “honest broker.” But her big size, strategic location, strength 
and capabilities are are an mecounity A pang ner 
neighbors. 

But, on dangers arising from the Indian’ Ocean: power: rivalry, 
India and the Indian Ocean states take a common stand by opposing 
militarization of the Ocean. 

Knowing the sensitivities of these states, it is not prident for 
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India to stick to an Indo-centric view and plan an Indian Ocean 
strategy exclusively for India. There are often suggestions fromthe 
Indian military elites and defense experts to go for a blue water 
navy. i 

In the nuclear age of carrier-based and submarine launched 

‘ballistic missiles (SLBM), sea power has become virtually the 
monopoly of the United States and the Soviet Union. But, for India, 
with such tremendous resource and technological constraints which 
will not disappear for a long time, to think of a blue water navy 
makes little sense. This is the fundamental fallacy with regard to a 
purely Indo-centric strategy. 

Also, any attempt to further militarize the Indian Ocean beyond 
their security requirements by the local nations of the Indian 
Ocean, including India, would be contrary to their own stand collec- 
tively expressed in the U.N. Resolution on Indian Ocean in 1971. 

Any idea of India, joining the Soviet Union to build a powerful 
navy to dominate the Indian Ocean, can only accentuate the Indian 
Ocean power rivalry apart from contravening the principles of non- 
alignment. It would also lead to new alignments in the Indian 
Ocean region that would spell disaster to the strategic consensus 
apart from being the harbinger of a new cold war in the region 
which has already been a zone of coriflict for so long. 

Therefore, a sensible Indian Ocean strategy, consistent with 
India’s internal stability and security requirements, is to broaden 
the scope for cooperation among the states of the Indian Ocean 
littoral and strengthen the institutional framework of such coopera- 
tion. India’s foreign policy should be geared to Nehru’s motto: 
“Friend of all nations and enemy of none.” From a pragmatic point 
of view, this would mean forging closer relations with Pakistan 
which has been friendly to Arab states of the Indian Ocean region 
and also with China (though not of the region), It might sound 
odd to advocate a policy of normalization with Pakistan at this 
juncture amidst reports of Pakistani-Chinese collaboration to pro- 
duce nuclear weapons and reported Pakistani support to Sikh ter- 
rorists in Punjab. 

Nevertheless, it is a subcontinental imperative to refurbish the 
image of Indo-Pakistani amity. Two things seem to be essential to 
improve our relations with Pakistan. First is to review our stand 
on the nuclear weapon free zone issue in South Asia. Of our own 
initiative, without any compulsions from outside, and consistent 
with our earlier stand in support of the principle of nuclear weapon 
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free zones (at the non-aligned conferences), India should agree to 
a nuclear weapon free zone in South Asia. It does not convince any- 
one to argue that South Asia is not a region and that China is in the 
backyard of Asia; so is the United States in the backyard of the 
Latin American Nuclear Weapon Free Zone concept just as the 
Soviet Union, France and the United Kingdom are in the backyard 
of any nuclear weapon free zone in Europe. The underlying fact 
is that these nuclear free zones are established with the support of 
the nuclear weapon states. 

Secondly, India and Pakistan should agree to mutual inspection— 
not inspection by the International Atomic Energy Agency (IAEA) 
or an outside international agency—of the nuclear installations of 
both the countries, in order to remove mutual suspicion about their 
clandestine nuclear weapon program. India and Pakistan have 
enough conventional capability to defend themselves or can acquire 
more sophisticated conventional weapons. In a high-technology, 
high intensity conventional warfare, both sides are already capable 
of inflicting unacceptable damage on each other. 


DETERRENCE MYTH 


The strategic logic in the acquisition and introduction of nuclear 
weapons in South Asia as a deterrent is based on the assumption 
that it will prevent a future war between them. But this is a falla- 
cious assumption for several reasons. First, deterrence without an 
invulnerable second strike weapons systems for maintaining the 
mutual assured destruction (MAD) capability on which the strate- 
gic balance and crisis stability are predicated will not work. And 
if nuclear deterrence is a myth in the superpower context, it is much 
more so in the case of the Third World countries. The superpowers 
have a credible and effective deterrence, which, of course, is eroded 
whenever there is a technological breakthrough, either due to the 
self-generating or induced momentum in weapon technology. Con- 
ventional deterrence, Indian military strategists know, did not work 
as it failed to restrain Pakistan from launching three wars against 
India. Therefore, this new concept of nuclear deterrence in the 
South Asian context is ill conceived. 

Secondly, crude nuclear weapons cannot provide deterrence’ ex- 
cept as a threat of mass destruction against millions of innocent 
people on both sides, because deterrence to be effective should be 
credible and invulnerable. 

Thirdly, in the absence of medium range ballistic missiles 
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(MRBM) and intermediate range ballistic missiles (IRBM), India 
and Pakistan will have to rely on conventional aircraft for attack- 
ing targets, like the B-47s and B-52s of the Strategic Air Command 
(SAC) in the 1950s. Pakistan would be the worst affected in such 
a pointless war because of her small size. India would survive be- 
cause of the size of the country but would be terribly damaged. Such 
a war would be an act of nuclear juvenile delinquency. 

Fourthly, even a minimum nuclear deterrence capability requires 
time to build up. The United Kingdom took 32 years, France 24 
years and China 20 years to be able to claim to have a minimum 
deterrence which India and Pakistan will no doubt claim to have 
the day after they go nuclear! Though intentions beget capabilities, 
they are not coeval. Sometimes intentions may not even lead to the 
takeoff stage due to the intervention of unforeseen events. There- 
fore, the belief in the deterrent capability of nations with few 
nuclear weapons will be a mere gamble with no fallback strategy 
to survive. Though the deterrence of the superpowers may also be 
regarded as a gamble, it has been successful in preventing the out- 
break of a nuclear war, because of the certainty of total destruction 
that would occur in a nuclear war. 

Fifthly, any hope of lessening outstanding disputes between India 
and Pakistan, let alone solving them, will be doomed as nuclear 
capability has the quality of creating more tension politically. 

Sixthly, nuclear weapons, whether those of the superpowers or 
of India and Pakistan, serve no military purpose, except their use 
as weapons of mass destruction. This would mean that India and 
Pakistan would be back to square one, even after the acquisition of 
nuclear weapons. Nuclear weapons will neither ensure their security 
nor advance their interests politically. They would become only 
paper tigers with false prestige. Then why nuclear weapons? 

They can serve only one purpose, namely to act as a trend setter 
in the Indian Ocean region by opening the floodgates of nuclear 
proliferation to other nations, thereby complicating and destabi- 
lizing the entire Indian Ocean region. 

Therefore, it is in the interests of India and Pakistan to come to 
terms with each other and foreswear nuclear weapons through a 
mutual agreement, and conclude a series of confidence building 
measures to strengthen the fabric of the strategic consensus which 
is the expression of the collective will of the Indian Ocean states. 

Only by broadening the institutional framework of cooperation, 
can the unity of the littoral states be ensured against common 
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threats. The South Asian Regional Cooperation (SARC) frame- 
work is a good beginning in this direction, When the international 
conference on the Indian Ocean takes place, a Council for Indian 
Ocean Regional Cooperation may be set up in pursuance of the 
‘objective of widening the scope of cooperation. A working group 
may also be set up to examine seriously the causes of destabilization 
and frequent regime changes in the Indian Ocean region and to 
suggest remedial measures for this perennial problem which has 
been the most potent divisive factor and a bane of the Indian Ocean 
region. 

India has been playing a vital role in evolving a common ap- 
proach to counter the threats arising in the Indian Ocean region. 
Therefore, a prudent Indian Ocean strategy should be to avoid a 
policy which would ultimately make India look like a threat to the 
Indian Ocean region. While a weak India will of course destabilize 
the region, an overarmed India with nuclear weapons (and a nu- 
clear Pakistan) can only destroy the very basis of the strategic con- 
sensus and help the superpowers to continue their favorite game of 
divide and rule. l 


NOTES 


1 Statesman, March 14, 1984. Commenting on these developments, India’s Foreign 
Minister Narasimha Rao said: “Progress toward the convening of a conference on the 
Indian Ocean has been stalled” because of the “continuing insistence by some Western 
countries on complete harmonization of views before the convening of such a confer- 
ence.” “In the short run, their aim seems to be to prevent the holding of the conference. 
In the longer time span, it appears as if a whole new strategic perspective is being im- 
posed on the littoral and hinterland nations.” (Times of India, June 4, 1984.) 
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“THE PACIFIC BASIN IS 
COMING TOGETHER 


By Dick Wilson 





The Story of the Pacific, he ended with a map which 

prophetically depicted the Pacific Ocean of 1940 as an 
“American half” meeting a “Japanese half.” He had no way of 
knowing that the first thing that would happen after publication of 
his book would be a Pacific War between these two halves. 

If you cup your hands together to trap a ball of air between them, 
that is what the Pacific Ocean looks like. It is so well-shaped as a 
circle that it cries out for unity and communication, despite the 
distances. And yet today a Group of 77 hardliners in Geneva would 
draw a line across it a little north of the 30th parallel and would 
say that everything above that was “North” and everything below 
it was “South,” meaning developed or developing economically 
(with a little adjustment for North China and Australasia in each 
case). A student of ideology would block off most of the mainland 
northwestern coast of the Pacific Ocean and say that this was Com- 
munist, while the rest was capitalist. 

Perhaps the most significant division would be that created by 
a line drawn from Hokkaido to New Guinea, about which a his- 
torian would observe that most of the societies to its westward were 
Confucian or Buddhist in origin, while those to the north, south 
and east were all basically European Christian in cultural origin. 
All these attempts to categorize the Pacific Ocean are inadequate, 
taking no account, for example, of the very important Pacific islands 
and their societies. But it is enough to indicate the diversity and 
variety of an Ocean which economists only 20 years ago were busily 
trying to draw into complicated schemes of trade and economic 
integration. 

There is indeed a growing mood around the Pacific for greater 
collaboration, partly a natural response to the shrinking communica- 
tion routes in the Pacific, partly a reaction against the dilatoriness 
and inward-lookingness of the Europe-Atlantic system. 


W HEN Hendrik Willem van Loon wrote his famous book, 





But if anyone were to go out today to seek to bring all the 33 
littoral states of the Pacific Ocean into one overarching organiza- 
tion where their future economic collaboration could be planned, 
he would be doomed to frustration. The diversity and variety which 
has already been described: means that the political will and trust 
for such initiatives is simply lacking, and shows no sign of develop- 
ing sufficiently before the end of this century at least. When Pres- 
ident Chun Doo Hwan of the Republic of Korea proposed in 1981 
a summit meeting of all the Pacific heads of government, his sug- 
gestion fell completely flat: nobody was interested in such a move 
when such major disagreements and past experiences of mistrust 
were still to be overcome. 

So what should be done? Should the whole thing be left over for 
a decade or two? Should efforts still be made in some direction or 
another? If diplomatic and semi-administrative building work is to 
be done, it can only be built upon existing foundations. And that is 
where the Pacific Basin collaboration movement has arrived today. 
By the accident of history, there are a handful of international or- 
ganizations which are capable to a limited extent of carrying the 
weight of Pacific collaboration preparation, and it is these organiza- 
tions which are now gradually being strengthened in the interest 
of providing a satisfactory infrastructure for a full-grown Pacific 
movement perhaps in the next century. But the danger is that even 
these organizations may prove too fragile for the weight about to 
be put upon them in the next few years, especially by the Americans 
and the Japanese. 

The existing organizations, after all, reflect the political pre- 
occupations and power politics of a past era, of that era following 
the Korean War and the Vietnam War and the major American 
investment in the development and security of many parts of the 
western Pacific. For the most part they comprise the same basic 
membership, beginning with the advanced capitalist states (all of 
which happen to be largely Anglo-Saxon in origin), namely the 
United States, Canada, Australia and New Zealand. The major 
Asian partner of these advanced countries is, of course, the only 
advanced capitalist state in Asia itself, namely Japan, bound to the 
U.S. by a security treaty as well as by trade. 

Finally, there are the smaller countries of South East Asia, and 
one or two in North Kast Asia, which are developing countries but 
which share some of the Confucian cultural background of Japan 
and have all made good economic headway in the post-war years 


D. Wilson 3 


through the instrumentation of free-enterprise capitalism. This 
group includes the six countries which have formed the Association 
of South East Asian Nations (ASEAN), namely Brunei, Indonesia, 
Malaysia, Philippines, Singapore and Thailand, as well as the Re- 
public of Korea, Taiwan and Hongkong, sometimes known as the 
three Asian newly-industrializing countries, or NIC’s. Papua New 
Guinea and many of the Pacific islands, especially in the south- 
western quarter of that Ocean, are also involved on the fringe of 
this group. 

The countries which have stood aloof from this development, or 
been left out of it over the past two decades, are first the Com- 
munist countries—the Soviet Union, China, Vietnam and North 
Korea, all in the northwestern quarter of the Pacific Basin, and the 
Pacific-facing Latin American countries, namely Mexico, Guate- 
mala, San Salvador, Nicaragua, Costa Rica, Panama, Colombia, 
Ecuador, Peru and finally Chile. 

Pacific Basin politics have advanced so far that the Americans 
are today taking initiatives to bring not merely the Latin American 
countries into the Pacific dialogue but also to seek to achieve the 
inclusion of China and to remind the other partners in the Pacific 
dialogue that, if and when the Soviet Union becomes the only litto- 
ral state to be left out of the discussion, and if this were to bolster 
Russian paranoia, then such exclusion might be counter-productive. 
The question of Soviet participation is not, of course, being pushed 
by the Americans, certainly not at this stage, but at least one can 
say that the American leadership in this regard is no longer con- 
cerning itself with the organization of relatively small allies, but is 
explicitly raising its sights to the higher target of a geographically 
complete organization which would do the same kind of justice to 
Pacific needs that various Atlantic institutions such as the Organiza- 
tion for Economic Cooperation and Development (OECD) in Paris . 
already do for Atlantic. 

The OECD itself would argue that it is indeed a universal body, 
with Japanese membership for example. But it began as a European 
club (as a committee in effect to share out Marshall Aid to Europe) 
and for more than 20 years it has failed to admit any new Asian 
member after Japan. It seems that its concept of its role in the world 
is not merely to represent the best interests of the North but to 
protect those interests against the South—and even the Atlantic sys- 
tem’s against other comers. 


PACIFIC PARLIAMENT 


The body which has evidently emerged as the prototype for a 
Pacific “parliament” is the Pacific Economic Cooperation Confer- 
ence (PECC), started largely through Japanese initiatives in 1980. 
Building on the work already done in the 1970’s by organizations 
catering for businessmen (Pacific Basin Economic Council or 
PEBC) and scholars (Pacific Trade and Development Conference 
or PAFTAD), the PECC introduced government officials for the 
first time into these Pacific discussions, to make a body both tripar- 
tite and semi-official. It does not commit governments, and when 
anything controversial comes up, the officials immediately claim 
that they are there only in their private capacity. Furthermore, the 
PECC meets only every 18 months (this spring in Seoul, next fall 
in Vancouver), although there is a Standing Committee which can 
act to some extent in between the conferences. Membership of 
PECC includes the U.S., Canada, Australia, New Zealand, Japan, 
ASEAN, South Korea and the South Pacific islands represented 
jointly. Needless to say, the conferences are attended by observers 
from many other bodies, including PEBC, PAFTAD, Asia Develop- 
ment Bank, etc. 

At the latest meeting, its fourth, in Seoul in April-May, the PECC 
did not behave like a parliament. It avoided votes and majority 
decisions, preferring to stick to the traditional East Asian consensus. 
It broadly approved the work of the various Task Forces that had 
been organized by groups of three or four volunteer member coun- 
tries each. An example of the problem of defining Pacific interests 
vis-a-vis the rest of the world came with the report of the Task 
Force on Trade Policy Negotiations (comprising Korea, Japan, 
Malaysia and the U.S.) and the awareness at the Seoul conference 
on the great importance of the coming new GATT Round. In the 
end the Task Force was asked to seek a consensus on the priority 
issues for the Pacific at the next GATT Round, but not before some 
Australian delegates had suggested a “Pacific round” if the global 
round should fail or falter. 

At one point an eager American delegate, a scholar from the 
Brookings Institution, composed a resolution which he thought the 
Conference might pass unanimously and which might be put then 
to the forthcoming Bonn Summit of world leaders to show the un- 
animity of view in the Pacific system about the need for further 
trade liberalization. But he had not bargained for the unreadiness 
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of the ASEAN countries to pre-empt the options of their Group of 
77 colleagues in Geneva, nor with the very strong feelings among 
many delegates, Anglo-Saxon as well as Asian, that to introduce 
the device of a resolution, and to vote upon it and seek a majority 
decision, was to go the way of the over-legalistic UNCTAD and all 
the other UN bodies. What was wanted in the Pacific was the more 
practical and workable device of consensus behind the scenes, some- 
thing which would ensure public harmony, which would minimize 
divisions and which would maximize the resolve to implement what- 
ever decisions were made. 

This contretemps came only hours after delegates had been 
praising the PECC as a group ideally placed to conciliate the global 
North and the global South in their approach to the new Round 
and to set an example to other regions on North-South collabora- 
tion. Even the Chinese in Beijing have lauded this aspect of PECC 
work. Anyone trained in the lore of Westminster-style procedure 
would find PECC debates vague, undefined and directionless, But 
the Asians and the old Pacific hands are insisting on consensus de- 
cisions, however slow, rather than the discredited majority voting. 
Even when Thanat Khoman, the former Thai foreign minister and 
chairman of an earlier PECC, called for a Pacific declaration which 
would summarize the goals of PECC, his trial balloon was embar- 
rassingly shot down from the floor. 

It is in this vein that Dr. Mahathir bin Mohamad, the Malaysian 
Prime Minister, told a Pacific conference last year that a “strong 
sense of community” and the “spirit of partnership” were far more 
important for Pacific collaboration than treaties or legal contracts. 
Dr. Kerniel Sandhu, Director of the Institute of South East Asian 
Studies in Singapore, argued to the fourth PECC that the Pacific 
idea had lost five years because of the premature lobbying for an 
unrealistic Pacific community: he advocated the ASEAN model of 
going for limited goals first, forgetting the attractions of marriage 
and mastering the use of the oblique. 

The PECC at Seoul drew about five Cabinet Ministers, a former 
prime minister, three former cabinet ministers and a handful of 
junior ministers, and there was no evidence that member countries 
were tending not to take its work seriously. But the presence of these 
ministers is not formalized, and they are supposed to appear in their 
private capacity—though at the public expense. It is therefore an- 
other Pacific organization to which one must go to find a more 
executive forum where ministers can meet regularly within the 
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Pacific framework to discuss their common goals and problems. This 
is the ASEAN Post-Ministerial Conference, or the so-called 6+ 5. 

This forum is similar to the PECC in membership, but differs in 
the one vital respect that it is controlled by the ASEAN countries, 
which have the final say over the invitations and the arrangements. 
It was quite natural that the six ASEAN countries should consider, 
after their annual meeting of foreign ministers in one of their capi- 
tals by rotation, a series of dialogues between those six Foreign Min- 
isters and their counterparts in outside states with which ASEAN 
has important dealings. The countries invited to these Post-Min- 
isterial Conference dialogues began with Japan and Australia, and 
now include the U.S., Canada and New Zealand and even the EEC. 

At the 1984 Summit in Djakarta, the Indonesian chairman, ap- 
parently seeking a theme which would bring the ASEAN partners 
together more successfully than their frustrating search for a com- 
mon front on the Cambodian problem, suggested that Pacific Basin 
harmony be pursued, He furthermore announced that the final 
afternoon dialogue on the Pacific Basin would be attended only by 
the Pacific states, which meant in effect that the EEC delegation 
alone was required to withdraw after lunch—an almighty rebuff to 
the Eurocrats who had tried so hard to rebuild bridges with their 
former colonial possessions around an Ocean which had cartograph- 
ically been “discovered,” named and brought into the world’s eco- 
nomic mainstream by their European forefathers. 

So, for the first time, the so-called ASEAN “Six” plus the ASEAN 
dialogue “Five” held their first historic Pacific Basin discussion in 
Djakarta, Neither the Indonesians nor the other ASEAN members 
had intended, however, to inflict such a rebuff on the Europeans, 
and it was understood that ASEAN subsequently decided to give the 
EEC a place at future dialogues as an observer. 

But this raises the whole question of expanding the membership. 
Those that belong to the ASEAN 6+5 are the same hard core of 
the membership of the PECQ, and the problem of expanding mem- 
bership is pretty well identical in both cases, Those countries which 
have collaborated with relative success and become relatively fami- 
liar with each other over the past 10 years or more are reluctant to 
bring in new members like Taiwan, South Korea or China which 
might, out of ideological differences or because they are locked into 
“divided nation” situations, bring unwanted and distracting con- 
troversy into the Pacific dialogue. 

The successful hosting by South Korea of this year’s PECC, and 
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the wise leadership of Mr. Nam Duck-woo -(a former Korean prime 
minister) as Chairman of the Standirig Committee will strengthen 
Korea’s case for inclusion in the ASEAN dialogue, and that is what 
the Americans are now pressing for very hard. The Japanese are 
also throwing their weight in as well. Obviously no one would be 
ready to make a serious case for including North Korea at this time, 
although that could well come after the reconciliation which ap- 
pears to be beginning between the two Korea’s, 


CASE OF CHINA. 


In the case of China, it is much more difficult. Like South Korea, 
Taiwan has also made its number with the individual members of 
the PECC and ASEAN 6+5 group, and the majority of those coun- 
tries would not mind Taiwan participating if only that were not 
taken as an affront to the People’s Republic. The ASEAN countries 
have so far been relatively antipathetic to the People’s Republic, 
for obvious historical reasons, and are only now beginning to thaw 
in their hostility. Meanwhile, the industrialized countries, whether 
Japan or Anglo-Saxon, are all keen to see that China be encouraged 
in her new open door policy of collaboration with capitalist coun- 
tries in the Pacific. Unfortunately, the ASEAN countries feel that 
it has been so difficult to create their own unity within Southeast 
Asia that they do not wish to risk any entanglements beyond their 
control elsewhere, and it will take a great deal of statesmanship to 
bring them to a more outward-looking view as megane. China and 
Taiwan. 

In a sense, the success or otherwise of the existing Pacific madhi 
nery (PECC and ASEAN Post-Ministerial Conference) will depend 
on the resolution of this China/Taiwan problem. Should the en- 
couraging measure of Pacific unity already established be diluted in 
the interests of the greater geographical COVEI aee wan the future 
will demand? ie 

China’s attitude is instructive. Unlike many developing countries 
elsewhere, she is not at all apprehensive about joining a group 
which has both industrialized and developing members. “Developed 
countries,” said Zhai Si Xiong at the Chinese People’s Institute of 
Foreign Affairs recently with regard to the Pacific Basin, “are wel- 
comed there to carry out investment, technical transfer, personnel 
training and exploitation of energy and natural resources on the 
basis of providing the developing countries with convenience, benefit 
and preference.” In other words, both sides neéd each other: 


Scholars from China (necessarily close to the government) have 
already attended earlier Pacific Basin conferences, including one in 
Canberra in 1979 and another in Singapore last year. But they have 
not yet taken part in either the PECC or the ASEAN post-minis- 
terial dialogue. Cheng Ruisheng, Vice-President of the Chinese 
People’s Institute of Foreign Affairs, declares that anything helping 
to provide the Pacific region with peace, stability and a climate for 
economic growth necessarily corresponds with “the aim which the 
peoples in the region are striving for.” 

As the open door of China opens wider and wider, her economic 
relations with the Pacific Basin must increase both absolutely and 
relatively. Tao Bingwei, head of Asian and Pacific Studies at the 
Institute of International Studies in Beijing, says that: “In the world 
economy, relations with the Pacific rank first for China.” The rest 
of the Pacific Basin needs China, and China needs the rest of the 
Pacific. “In future,” he added, “China will take an active part in 
economic cooperation in the Asia-Pacific region,” though he stressed 
that this was a personal and not an official assessment. 

It is only natural that there is some remaining concern in case the 
Pacific movement is a cover for the Americans to mobilize other 
countries against the Soviet Union, something of which China—and 
others—would disapprove. Political and strategic considerations 
should be vigorously excluded from the Pacific initiatives, the U.S. 
Ambassador-at-Large to the Pacific Basin, Richard Fairbanks, was 
told in no uncertain terms in Beijing last year. 

But the Chinese are very grateful for the American concern about 
futuré Chinese membership. “We think the United States has been 
positive and farsighted about Chinese participation in the Pacific 
Basin concept,” Cheng Bifan of the Chinese Academy of Social Sci- 
ences Institute of World Economy and Politics declares. He con- 
trasts this with the comparatively lukewarm attitude of the Japanese 
towards China’s involvement, at least until recently. 

There is also some resentment still in Beijing about the cancella- 
tion of the conference in Hawaii in 1980 to which Chinese scholars 
had been invited. Clearly, China would welcome an invitation to the 
current series of Pacific meetings. “No one invites us,” a scholar 
forlornly complained. 

The Chinese were flattered by the suggestion of Jiro Tokuyama, 
the veteran publicist for the Pacific Basin idea, at a conference in 
Paris recently, for a tripartite U.S.-Japan-China tribune in the 
Pacific, But the Chinese know as well as anyone the importance of 
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retaining the ASEAN involvement in the Pacific movement, and 
that would be the first victim of such an arrangement. 

Cheng Bifan regards the possibility of China’s joining the ASEAN 
post-ministerial dialogue as “zero.” There is behind this problem an 
interesting competitiveness between ASEAN and China. Both of 
them are developing economies, competing for the favors of the ad- 
vanced Pacific states. Both of them hope for a large amount of 
American-Japanese-Australian investment, trade, technology and 
aid in the future. But there are also areas of collaboration between 
the two. 

A three-year joint research project on economic relations between 
China and ASEAN was agreed last year, with American foundation 
funding. The need for each side to restructure its industrial develop- 
ment so as to minimize trade competition is to be studied, and the 
conclusion will almost certainly be that ASEAN should upgrade its 
technology, leaving labor-intensive manufacturing for capital-inten- 
sive, while China takes over the former role of ASEAN. This is a 
remarkable admission by China of her having fallen behind the 
ASEAN countries in industrial development. 

“The market of China,” said Cheng Bifan, “is available for the 
ASEAN countries.” He cited the way in which Japan had benefited 
from South Korean development: despite earlier fears about Japa- 
nese manufactures being overtaken by Korean newcomers, Korea’s 
rapid growth had in fact created a huge demand for Japanese goods, 
as well as created the export earnings of foreign exchange in third 
countries with which to pay for them, Cheng stressed that the higher 
technical level of ASEAN manufactures gave them an advantage 
over China. But he also made it clear that this was partly due to 
the particular skill of the overseas Chinese in management. “If 
ASEAN excludes the Chinese from this development,” he bluntly 
warned, “its momentum would collapse.” China at the same time 
benefits from the investment of overseas Chinese. There is nothing 
new in this, except the readiness of China and her scholars to speak 
forth in such practical and non-political terms. 


TAIWAN MEMBERSHIP QUESTION 


In view of all this, and the highly significant developments in 
China which presage a China not only independent from the Soviet 
Union but also eagerly collaborating with the rest of the world, the 
Taiwan membership question in Pacific organizations will become 
very important. The Chinese tell their visitors in Beijing that they 
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would, of course, have to protest strongly if Taiwan were given full 
membership, for example of PECC. “But since the PECC is a semi- 
official organization,” they add, “if the people taking part in it act 
wisely and sincerely, we will not make trouble.” There thus seems 
to be an almost open invitation for someone to hammer out a face- 
saving formula for the admission for both Taiwan and China, per- 
haps simultaneously. In this respect, what has happened at the 
Asian Development Bank does not represent a good or fruitful 
model. 

There are many precedents already for unofficial Chinese and 
Taiwan participants to get together in conferences in third coun- 
tries, especially in the U.S. and Japan. But that would not yet be 
possible for government officials. The Chinese also welcome such 
contacts with Soviet and South Korean scholars, as for instance at 
the recent conference in Japan organized by The Yomiuri Shimbun 
and Georgetown University on security questions in the Pacific. 
North Korea, incidentally, was invited to that conference but did 
not respond. When asked if the exclusion of North Korea from 
Pacific conferences would deter Chinese cooperation, Chinese spe- 
cialists in Beijing say that “we are two independent countries and 
decide things for ourselves,” adding that such questions would be 
decided pragmatically and on their merits, case by case, according 
to the perceived intentions of the organizer. 

China is therefore waiting in the wings to join the Pacific dia- 
logue. There is a clear desire to throw off all the Maoist decades 
of exclusion and artificial claims of moral supériority, and there is 
an overt welcoming of the development of the Pacific idea, although 
it still tends to be expressed in the phrase “Asian-Pacific,” which 
inferentially will include South Asia (i.e. India and Pakistan) — 
something which the other Pacific Basin activists in ASEAN, etc. 
are firmly against. “China hopes,” Tao Bingwei said at a Hawaii 
conference on Pacific security earlier this year, “that the countries 
of the Asia-Pacific region will close their ranks to seek common 
progress.” l 

If and when China becomes a member, there will be an agonizing 
debate about the Soviet Union, which would certainly be provoked 
if China went in while the Russians were left out, For the time 
being, the matter is taken care of by the sharp hostility in the Soviet 
press to the Pacific movement. But in the long run it will have to 
be faced. o 

The Russians are certainly interested in the Pacific Basin develop- 
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ments. There is a Pacific seminar at Nakhodka every two or three 
years to analyze the latest Pacific community moves, and a remark- 
ably non-polemical study called Pacific Regionalism: Conception 
and Reality was published a couple of years ago. The Khabarovsk 
economist Evgany Kovrigin has more recently written another seri- 
ous book on the same subject. But as the average PECC delegate 
feels threatened by the growing Soviet military presence in the 
Pacific, a welcome is unlikely—and the same reasoning will apply 
to Vietnam. Surprisingly, the. Soviet economic stake in the Pacific 
Basin seems to be declining as its military preserice increases, and 
that is something again which would work against a Soviet mem- 
bership. 

The developed countries in the Pacific dialogue invariably appeal 
for the Pacific grouping to be non-exclusive. As Dr. Saburo Okita, 
the veteran Japanese advocate, says: “This must be an outward- 
looking regionalism.” To formulate a common Pacific position on 
the new GATT Round is acceptable, but to institutionalize dis- 
criminatory regional preferences which would harm EEC coun- 
tries and others, is not. 

Sometimes the more down-to-earth Pacific delegate reacts against 
the arguments of someone like Dr. Okita. “Are we trying to be a 
club,” said one impatient Australian when these arguments for non- 
exclusiveness were being put, “or a restaurant?” Most Pacificists 
would agree with Dr. Noordin Sopiee of Malaysia when he says 
that “the Pacific Renaissance, yet to begin, should not set up a great 
wall to keep the insiders in and the outsiders out.” It was a Malay- 
sian Minister, indeed, Tan Sri Ghazali Shafie, who defined the 
Pacific Basin as “neither political nor economic, nor any eclectic 
combination thereof, but essentially geographic.” That is to say, all 
the littoral states on either side, all the island states in between and 
even the hinterland states which feel pulled into the Pacific system 
(Laos, perhaps, and Bolivia?), should belong. 

Reduced to its essence, the problem of Chinese membership may 
be linked with ASEAN’s perceptions about the nature of the Pacific 
Basin structure—-and that in turn must rest upon two distinct 
problems. One of these is the ideological-cum-nationalistic one of 
whether China might in future revert to her rather aggressive and 
anti-foreign themes of the 1960’s. That is a question which might 
gradually be answered over the next few years as ASEAN leaders 
become more convinced of China’s good faith and the durability 
of her new policies. 


12 


But the second question is perhaps more intractable. It concerns 
the competition between China on the one hand and ASEAN on 
the other for the favors of the developed countries of the Pacific 
region. The ASEAN countries probably sense that, once China 
becomes seriously involved in modernization against a cosmopolitan 
background, the American and Japanese stake in China’s economy 
will grow and grow until it is vastly more important than anything 
they may be doing with ASEAN. Should they not therefore keep 
the PECC/ASEAN Post-Ministerial Conference structure as a 
means of maximizing American-Japanese involvement in ASEAN? 
It is a question ultimately, therefore, of whether ASEAN sees the ` 
Pacific machinery primarily as something to serve ASEAN interests 
in the short-term (vis-a-vis China) or in the longer term (vis-a-vis 
the rest of the world). 


ASEAN AND PAN-PACIFIC 
COOPERATION: 
THE LONG WAY AHEAD 


By Zakaria Haji Ahmad r 
17 dolot 
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Se July 1984, when it was announced at the annual For- 





eign Ministers’ Meeting of the Association of Southeast Asian 

Nations (ASEAN) in Jakarta that ASEAN would work with 
its “Pacific Dialogue” partners (Australia, Canada, Japan, New 
Zealand and the United States) in promoting ASEAN-Pacific co- 
operation, proponents of the idea of a “Pacific Basin” or “Pacific 
Community” have been much encouraged that at long last the idea 
would become more tangible! and perhaps a de jure reality much 
sooner than anticipated. In this sense, perhaps, Pan-Pacific coopera- 
tion could be achieved even before the advent of the “Pacific Cen- 
tury’—that is, the 21st century. 

However, although a new acronym—“APC” for ASEAN-Pacific 
Cooperation—has now become a familiar notion in the parlance of 
ASEAN officials, it is less clear whether the official participation of 
ASEAN in Pan-Pacific deliberations will indeed ultimately lead to 
regional cooperation on such an extended scale as to encompass at 
least the six ASEAN nations with the five Pacific country partners 
(leading to a “6+5” combination) or even a larger combination of 
countries, Although “APC” got a reaffirmation at the Post-Ministe- 
rial Conference (PMC) in July 1985, when ASEAN foreign min- 
isters after their annual meeting met with their Pacific dialogue 
partners, indications were that the first step of ASEAN’s partici- 
pation in Pacific cooperation would not necessarily lead to the sec- 
ond. In the light of the progress since July 1984 in working out 
more concrete proposals for APC, it has become apparent that 
initial doubts from ASEAN about Pan-Pacific cooperation have not 
subsided and in fact have reemerged. At the same time, it is rec- 
ognized that different perceptions exist in all the eleven countries 
involved as to what Pacific cooperation entails. 

In this article, then, an attempt will be made from an ASEAN 
—albeit, largely Malaysian—perspective to consider the attendant 
problems regarding Pan-Pacific cooperation as well as to review the 


14 


progress of APC since July 1984. What, for.example, are the con- 
tinuing ASEAN reservations about the notion of a Pan-Pacific Com- 
munity? What have been the developments and problems of APC 
deliberations? What is the status and role of each of the countries 
in the “6+5” linkup? Are there security and political overtones— 
and therefore worries from ASEAN—in the APC concept? What 
are the more likely developments in future APC discussions? Is the 
APC notion exclusive in terms of who may eventually participate, 
and if so, in what form? And last but not least, what can be surmised 
of the prospects for Pan-Pacific cooperation given the state of the 
“ASEAN-Pacific” dialogue? 

At the outset, it is necessary to elaborate on the context of 
APC as agreed at PMC after the 17th ASEAN Ministerial Meeting 
(AMM) of July 1984, namely that APC was based on the follow- 
ing approaches: (i) “To exchange views on the general economic 
trends and developments in the Pacific region, and (ii) to identify 
and develop specific themes for possible cooperation in the region.” 

It was further agreed at that meeting that APC “would not in- 
volve the creation of a new institution,” and that “an exchange of 
views on the general economic trends and developments in the 
Pacific would take place at the annual PMC meeting, while the 
formulation and implementation of cooperation would be taken at 
senior officials’ level.’”? These sets of parameters are interesting in 
that they establish the “working terms of reference” of APC as well 
as indicate the preliminary, and one might add “hesitant,” nature 
of ASEAN’s views on the subject. In other words, that APC was 
being adopted on‘ a “trial” basis. 

In more concrete terms, however, APC is predicated | on the 
theme of Human’ Resources Development; or “HRD,” which is de- 
fined as the “development and.utilization of manpower which are 
best achieved through training, education, research information and 
scholastic exchange with a view to improving employment and 
income generation and supporting expanded economic activity.”* It 
is further stated that HRD “includes those activities designed to 
enhance knowledge, skills and technology transfer.” 

The objectives listed in the programs formulated within the 
framework of APC include: 

(a) To contribute to the heightening of awareness and a sense 

© of identity in the participating countries of the Pacific 
region; 

‘(b) To assist in developing key areas of human resources de- 
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velopment based on the participating countries’ real needs 
and common interests; 

(c) Tostrengthen existing institutions and programs devoted to 
human resources development; 

(d) To identify and support national and regional needs and 
priorities, so as to contribute to self-reliance, growth and 
development; 

(e) To provide additional impetus for public and private sector 
cooperation in support of economic growth in the region, 
and 

(£) To facilitate the sharing of experiences among the coun- 
tries in respect of HRD programs. - 

The protocols of APC as agreed to by the Jakarta PMC of July 
1984 stated that it “should involve the participation and coopera- 
tion of both developed and developing countries in the region,” but 
with the qualification that “in undertaking such cooperation, due 
consideration should be given to national needs and priorities.” 

No decision has yet been taken with regard to actual projects, 
but it is vital to note that so far only four of the six ASEAN coun- 
tries have submitted proposals for HRD cooperation. The other two 
—Brunei and Malaysia—have yet to present their proposals at the 
level of the Senior Officials Meetings (SOM) that have been as- 
signed to work out the details of APC projects, It does not seem 
likely the APC program in terms of proposed projects for imple- 
mentation would start so soon. 

But, at the same time, that difficulty of implementation of APC 
is as much a problem of the dynamics of the ASEAN organization. 
It has been observed that APC was introduced in 1984 because 
Indonesia was the chairman of the ASEAN Standing Committee 
which organizes the organization’s activities and schedules for that 
year. Apart from the probability that there appears to be a strong 
interest in Indonesia to pursue an activist role in the Pacific, it is 
believed in some circles that it pushed for APC because of strong 
U.S. instigation From a Malaysian perspective that had been 
predicated on the desiderata of a “Western Pacific Cooperative 
arrangement,” involving a trading nexus between Australia, Japan 
and ASEAN (highlighting Malaysia)? The APC idea was then 
“agreed to.” The hesitancy now in participation in the HRD pro- 
grams of APC stems largely from a renewed fear that it is being 
pushed at the behest of a strong country like the U.S, to its benefit, 
but at the expense of aspiring industrializing countries like Malay- 





MALAYSIAN RELUCTANCE 


A Malaysian reluctance to be dragged further into a cooperative 
endeavor like APC with dubious benefits is certain to be manifested 
as long as that country is the ASEAN Standing Committee chair- 
man for 1985. It is believed that a special Malaysian cabinet sub- 
committee to oversee ASEAN affairs has not accepted a paper seen 
to be “too pro-APC” as prepared by Malaysia’s Wisma Putra or 
Foreign Ministry. There is probably a feeling in Malaysia’s political 
elite that Malaysia has little to gain from a deep involvement in 
APC, even in projects it may recommend. There is. also evidence 
from recent speeches by Malaysian politicians of the belief coopera- 
tion even in ASEAN has not made much headway, as in the speech 
of Dr. Mahathir Mohamad when he opened the ASEAN Economic 
Ministers’ Annual Meeting in February 1985. 

Such perceptions relate in large part to the major issue of differ- 
entials in economic development between the countries of the 
Pacific region. The “gaps” that. exist between different levels of 
economic development are of a nature. that does not truly allow 
for interdependence in spite of the, even if extensive, trading ties 
between them. The differing levels of economic development only 
result in an asymmetrical relationship as well put by Dr. Mahathir: 

. interdependence is still very much an economic concept 
that has no reality for a lot of poor nations. True interdepend- 
ence must mean not just being mutually dependent on each 
other but some degree of equality of strength to support each 
other.” 

Put simply, there is a fear in some countries that the strongest eco- 
nomies of the Pacific area will dominate them, 

Apparent or not, the fear of domination is illustrated by many 
cases of ‘ ‘unbalanced bilateral trade between economically ad- 
vanced Pacific states and the developing ones.’ On the one hand, 
there is the ugly head of protectionism that often manifests itself 
in the restriction of market access to manufactured goods from the 
latter; on the other there is the issue of invisible trade (usually in 
insurance and freight charges) that benefits the former even when 
trade figures show a surplus for the latter. In many instances, such 
issues are not easily resolved by the so-called gifts of development 
assistance that rich Pacific nations sometimes readily offer. How- 
ever, in their quest to achieve the “newly industrializing country 
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(NIC)” status or even to just simply modernize their economies, 
the developing states (which includes most of ASEAN) have to turn 
to the developed countries for assistance in money, technical co- 
operation or, most of all, investment. Other issues are also con- 
comitant such as the type and rate of technology transfer, the threat 
of environmental pollution as a result of industrialization, trade im- 
balances and of course the need to realize that the developing coun- 
tries cannot be expected to be merely the South suppliers of com- 
modities to the industrial North. 
_ An additional factor related to the differences in economic 
strength has come into focus more recently as the U.S. becomes 
more protectionist and the possibility of a U.S.-Japan “trade war” 
looms large. As stressed by Tengku Razaleigh Hamzah, Malaysia’s 
trade and industry minister, when he addressed the 18th annual 
general meeting of the Pacific Basin Economic Council in May 1985 
in Auckland, New Zealand: 
- “I perceive that the tide of liberalism and cooperation is re- 
ceding, and the mood of confrontation is gradually creeping 
across the Pacific, quite as much as it had affected trade and 
relations across the Atlantic.” 
He adds that: “If the prosperity of the Pacific Basin is to be 
shared by all within its economic zone, the era of superpower eco- 
nomic hegemony must give way to a more mature and equitable 
partnership.” 

Issues of economic parity have of course much to do with the 
national interests of the ASEAN and other Pacific states. As long 
as this is so, any cooperative effort between two or more states re- 
quires the coincidence of their respective national interests to be 
workable or to succeed. But, it seems certain that the political form 
in vogue in this century——the political system known as the “nation- 
state”——will endure into the next. And, the primacy of the sovereign 
and self-determining nation-state seems not likely to be replaced by 
any notion of supranationalism as far as the indications can tell us, 
irrespective even perhaps of any “third wave.” The point, simply, 
is that the Pacific is a zone of independent nation-states with indi- 
vidual ideas of their existence and relations with other such entities. 


PACIFIG REGION GROUPING 


ASEAN-Pacific Cooperation, then, raises issues of national inter- 
ests and as to their convergence within the “6+5” network as en- 
visaged. It is now indisputable that most of the Pacific free eco- 
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nomies are already engaged in extensive trading relationships, arid 
that the Asian Pacific countries (led by Japan, including most of 
ASEAN and countries like Korea, Taiwan and Hong Kong) have 
recorded impressive growth rates. It is also known now that the 
U.S. trades more with the Pacific than across the Atlantic. 

However, it is not likely that by the end of this century there will 
be enough liaison or cooperation between the states of the Pacific 
approximating the European Community even at the best of times. 
Historical parallels do not exist, to be sure, in this regard, but it 
seems evident that we cannot talk of an Asian Pacific Community 
as we can talk of an European Community. It is useful to be re- 
minded that postwar Europe had a greater sense of its linkages 
which certainly did not exist in postwar Pacific-Asia. It is to be re- 
collected that postwar Pacific-Asia was one of political turmoil— 
nation-building and its attendant problems before and after inde- 
pendence—and whose diplomatic linkages were only forged one or 
two decades after 1945. Such experiences indeed show. how much 
more remarkable are their recent, spectacular economic perform- 
ances. In contrast, a greater sense of community existed in Europe, 
because the war had been only an interregnum and the postwar 
period was one of economic reconstruction as much as it was one 
of restoring previous inter-country linkages. 

Although there are common, basic factors that undergird some 
Asian religions, and certain social beliefs and traits that find expres- 
sion in a bond of sorts, it might be asserted that a notion of Asian- 
ness is lacking in the region, as opposed to a sense of Europeanness 
that one finds in modern-day Europe. The region called the “Pacif- 
ic” is not homogeneous, but a complex web of societies at different 
levels of political and economic development, diverse in their views 
and outlooks, and does not share a common history or even agree 
on allegedly common roots and traditions. The “Pacific” is hence 
only a region that denotes geographical proximity by the fact of 
countries contiguous to the Pacific Ocean and a simplicity and 
elegance in nomenclature. 

To elaborate, the “Pacific” is not a region but many regions or 
subregions, if you will. What to include and what not to include is 
also an issue. Indonesia’s Foreign Minister Mochtar Kusumaat- 
madja has declared, for example, that the Pacific Basin idea is . 
meaningless without the participation of Latin American countries 
—a notion that implies the inclusion of all states contiguous or litto- 
ral to the Pacific Ocean, Yet there are some who agree with the 
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definition but consider Latin American countries—usually with the 
exception of Mexico and perhaps Chile—generally not part of the 
Pacific. Then, there is the Soviet view that any Pacific Basin group- 
ing should not exclude the Soviet Union which regards itself as 
much a Pacific as it is an European power. 

Four sets of groupings have usually been identified as conceivable 
constellations of the Pacific countries at the majority of confer- 


ences/meetings: 
a) the United States, Japan, Australia, New Zealand and 
Canada; 


b) these five and including the five (now six) ASEAN coun- 

' tries, South Korea, Hong Kong, Taiwan, Papua New Guinea 

and the small Southeast Pacific states as a group; 

c) (b) and all of the Indian subcontinent including Burma 

and all of Latin America, and 

d) (c) and all of the socialist states of Vietnam, Kampuchea, 

Laos, North Korea and the People’s Republic of China.” 

A “Pan-Pacific” grouping as such would entail all of the region, 
but such diversity in itself is the stumbling block to such an agglom- 
eration of national entities. In most discussions, though, it is the (b) 
grouping above that is meant when the Pacific Community idea is 
mooted. But such a grouping is clearly “ideological” in nature, since 
it is virtually a grouping of market economies with differences in 
their political structures, but all are also non-Communist. ‘The ex- 
clusion of countries like the People’s Republic of China, Vietnam, 
North Korea, even the Soviet Union, may, on the other hand, be 
a realistic strategy even as it beclouds the idea of a Pan-Pacific 
Community. East-West differences aside, it is of course easier to 
cooperate between like-minded countries with similar philosophies 
and systems. 

APC may, of course, be the initial step toward the realization of 
the (b) group of countries as listed above. It has to be recognized, 
however, that APC is premised to be an “ASEAN initiative,” with 
only a modification of its own annual dialogue with its “partners” 
—the five Pacific states and the European Community. In a sense, 
APC allows for a more standardized dialogue for ASEAN with the 
Pacific states (thus breaking the earlier practice of dialogue on an 
individual nation basis) as in the European Community. A related 
point is that APC allows for ASEAN to continue to have a dialogue 
with the developed states, thus precluding the possibility of other 
Asian Pacific developing states (such as South Korea) to be also 
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involved. On the other hand, APC expressly does not exclude 
underdeveloped Pacific states to be involved, that is with those 
countries-not yet on the road to industrialization such as Fiji, Papua 
New Guinea and other South Pacific islands. 

Given such “preconditions,” as it were, it is apparent that 
ASEAN ’s participation in APC also harbors the view that it can be 
a vehicle for “South-South” cooperation. Indeed, it is stated in an 
APC document that “the implementation of such cooperation pro- 
grams should leave open opportunities for the participation of other 
Pacific countries, particularly South Pacific developing countries, at 
the project level.’”"® However, although countries like Papua New 
Guinea have observer status at ASEAN meetings or have been in- 
volved in non-formal APC meetings such as was held in March 1985 
in Tokyo” (at a Japanese government initiative), it is too early or 
premature to see real cooperative linkages between ASEAN and the 
South Pacific. In any event, such cooperation as envisaged is on 
the basis of links with individual South Pacific states, though pre- 
liminary attempts have been made to link ASEAN in cooperative 
endeavors with entities like the South Pacific Buran for Economic 
Cooperation (SPEC).” 

Within ASEAN, two countries, have come out publicly for closer 
cooperation and technical aid between them and the lesser devel- 
oped South Pacific states, namely Malaysia and Indonesia. Espe- 
cially for Malaysia, a more genuine relationship can be established 
on a “South-South” basis in which developing countries can assist 
each other in their development—in this respect, the former expects 
to play a donor role in terms. of technical aid, cooperation and trans- 
fer of expertise. At the same time, however, it can be observed that 
such.a relationship is slow in evolving and requires a gradual pace. 
The South Pacific Economic Commission has expressed interest in 
learning more about ASEAN as well as in having some kind of inter- 
regional exchange, as noted above, but this again is being evolved 
rather slowly and more accurately, hesitantly. One problem is that 
such ideas in South-South relations are novel and there still is a 
lingering influence of the more advanced countries in both regions. 

There appears to be little inclination at this point from ASEAN 
to expand the “6+5” network to include other emergent economies. 
It has already been mentioned that South Korea’s participation is 
not yet acceptable; on that note, countries like the People’s Repub- 
lic of China (P.R.C.) or even the Soviet Union (which is as much 
a Pacific as it is an European power) are even less acceptable. 
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There is, above all, a notion of gradualism in ASEAN as it proceeds 
with APC. 


DIVERSITY OF THE PACIFIC 


But, the problem of a working group of countries as is now con- 
stituted in APC, with the market economies of the “6+5,” is that 
it is primarily an economic imperative which cannot be divorced 
from political and security connotations. The diversity of the Pacific 
is that it does not lend itself to being an aviary where birds with the 
same feathers flock together. The strength of the market economy 
flock is that over the last few years some useful work-has been done 
on a private, consultative basis through task forces under the Pacific 
Economic Community Conference (PECC) or sometimes referred 
to as the “Pacific Economic Conference.” Because it is not for- 
malized in the form of bureaucratic machinery and because it does 
not bind governments to policy choices, the work of PECC has been 
useful as a community-building process, However, as was obvious 
at the latest PECC conference in Seoul in April-May 1985, such 
attempts cannot yet obtain the official seal of approval from the 
various governments. 

And although it is easier for the market economy nations of the 
Pacific to engage in private-level consultations because of their like- 
mindedness, an association that builds itself on such a premise may 
obscure larger possibilities in terms of the Pacific region as a whole. 
Certainly the inclusion of a country like the P.R.C. within a Pacific 
trading and economic system is more conducive to a more stable 
atmosphere and security environment than one that excludes it. 
Similarly, it may well be in the interests of Southeast Asia and the 
larger Asia-Pacific region to bring in the participation of Vietnam 
in economic consultation and deliberations with other nations as a 
means of reducing its dependence on the Soviets as much as bring- 
ing it into the international community in which it should belong. 

Apart from gradualism, there is probably also a notion that 
ASEAN’s dialogue with its partners on an individual basis have 
reaped little gains” and that perhaps a dialogue on a “6+5” basis 
has more potential benefits. It is already apparent in ASEAN circles 
that the dialogue countries themselves can be categorized into 

“major” and “minor” ones, and that perhaps even the annual 
ASEAN economic meetings with these countries need not be con- 
ducted yearly. 

Nevertheless, it is essential to recognize that ASEAN’s participa- 
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tion in APC may be significant if allowed to proceed at its own 
pace and style, a point that should be singularly appreciated by the 
Pacific countries. In this regard, it has often been said that no notion 
of a Pacific Community can be complete without the participation 
of the ASEAN states. Equally important, however, is the obverse 
that ASEAN has more to gain and perhaps nothing to lose if in- 
volved in efforts at Pan-Pacific cooperation. In Malaysia, it is the 
former argument that has precedence, and indeed it is further 
argued that the developed states “pushing” ASEAN into APC sug- 
gest a lack of understanding of the ASEAN “way of doing things.” 

Hadi Soesastro of Indonesia and an advocate of the Pacific Com- 
munity idea has remarked that the notion of the need for ASEAN’s 
involvement is a “flattering comment on ASEAN’s importance to 
its Pacific neighbors,” but also is a form of “exerting pressure on 
ASEAN.” But, it is not so much the very dynamism of ASEAN 
as a regional grouping but more its experience and lessons by virtue 
of being a regional body that is of the greatest value to Pan-Pacific 
cooperation. It is interesting to recollect that when Mr. Mahathir 
(then Malaysian deputy prime minister) delivered his keynote ad- 
dress at the 1980 Bali meeting, he suggested that “the first move 
toward a Pacific Community should not be a comprehensive eco- 
nomic plan or some clear-cut formula for cooperation but the tedi- 
ous one of getting to know each other.” On reflection, it may well 
be recognized that ASEAN itself is today a “success story” of sorts, 
but its very process of becoming a unified grouping has been a long 
drawn-out one of getting to know each other. Dr. Mahathir used 
the Malay phraseology well when he described the process: “Tak 
Kenal makan Tak Cinta.” (“Because we don’t know each other, 
we don’t like each other.” )” 

Looking at ASEAN as a model, it may well be that Pan-Pacific 
cooperation will take decades of getting to know each other in the 
region before any real sense of community can be achieved. It was 
also recognized by the “ASEAN Wise Men’s” report that ASEAN’s 
success had been more in the political arena—specifically the unified 
stand against Vietnam on the Kampuchean issue, and the joint 
stand on third country dialogues—than in the area of economic 
cooperation on which it was explicitly formed. Indeed, the view has 
been advocated that ASEAN’s participation in a wider grouping 
such as the Pacific Basin might well dilute its cohesion achieved as 
a result of the Kampuchean issue, One must also not forget that 
up to 1975 with the collapse of Vietnam, ASEAN in fact had been 
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languishing as a regional body.” 

Without a similar Kampuchea-type issue, it may be that Pan- 
Pacific cooperation cannot be achieved à la ASEAN. This implies 
a dimension of the meaning of regional cooperation: the need for 
a common problem shared by all that then undergirds a cohesive 
position. Moreover, Kampuchea offers to the ASEAN states an im- 
mediate sense of a problem it could see within the notion of South- 
east Asia, and thus provides the raison d’etre of an ASEAN posi- 
tion. The Kampuchea problem, one observer has noted, led to the 
conclusion that “if ASEAN did not exist, it would have to be in- 
vented.’ Such an observation may be valid in light of the circum- 
stances in Southeast Asia, especially after the fall of Vietnam to the 
Communists in 1975, and the subsequent need for the ASEAN states 
to galvanize themselves as a regional grouping. No such similar 
catalyst exists—not even the Soviet military threat—in the Pan- 
Pacific area. Another Kampuchea may well have to be created to 
get APC or Pan-Pacific cooperation going! 

If the ASEAN states have managed to forge a regional unity, it 
is significant to note that their success in cooperation was in an area 
not actually declared at its formation: a common political stand. 
Pan-Pacific cooperation may well not even be possible if it is not 
known what cooperation is being sought. Although the work of 
PECC and its task forces has been economic in orientation and 
nature, yet the real stumbling block are governments which have 
to make decisions on political grounds. What are the benefits of Pan- 
Pacific cooperation? Is something being gained at the expense of 
national self-livelihood and development? These are questions con- 
stantly asked in decision makers’ minds, Again, to compare the 
ASEAN experience, economic cooperation has been slow precisely 
because the member states are economic competitors attempting to: 
achieve national development on their own individual tracks, Na- 
tional interest, in short, is still the imperative of governments in 
their international relations. A study of bureaucratic elite percep- 
tions in ASEAN shows that the grouping’s regionalism is most effec- 
tive when national objectives match the association’s goals. The 
objectives of Pan-Pacific cooperation have therefore to be clear and 
in line with the national interests of the Pacific nations. In the case 
of ASEAN, there is what may be called a “state of mind” that some- 
how pervades in a gestalt manner the workings of the grouping, but 
this may be unimaginable for a larger grouping as the “6+5” net- 
work. 
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THE POLITICAL DIMENSION 


The ASEAN experience indicates a political dimension in eco- 
nomic cooperation that earlier proposals for a Pan-Pacific Com- 
munity have neglected. The truth is not only that virtually all coun- 
tries of the region are economic competitors, but a vast gap exists 
between a few and the remainder in terms of national wealth and 
economic development. The fear, indeed, of some is that the idea 
of a Pacific Basin Community is a captive one for some kind of 
neocolonial dependence. Admittedly, the strongest proponents for a 
Pacific Community have been the industrialized nations (the U.S., 
Australia and Japan), though South Korea has also been and is a 
strong advocate for a variety of reasons. Interestingly, South Korea’s 
push for Pan-Pacific cooperation is partly based on an earnest feel- 
ing that even developing countries can “exploit” the richer coun- 
tries such as tapping in investment the vast financial reserves of the 
Japanese.” However, most of the ASEAN countries do not harbor 
such sanguine ideas that such exploitation can be easily done. 

An important element of the ASEAN experience is that it has 
been, up to 1984, a grouping of only five countries. The inclusion 
of Brunei this year as its sixth member still makes it a small group- 
ing. The majority of ASEAN members have consciously avoided 
enlarging the grouping just for the sake of numbers. An attempt by 
Sri Lanka a few years ago to join ASEAN was not accepted, though 
at the same time there is a standing invitation to other countries 
in the region—especially Vietnam and other Indochina countries. 
Papua New Guinea has been accorded “observer status” at ASEAN 
meetings, though it is apparent its membership is one of conjecture, 
not timing. 

The strength of ASEAN organizations is that its decision-making 
style is based on consensus wherein not only must there be a con- 
currence of each member state, but that consent itself must be 
given.” Within the ASEAN system, the right of the individual 
member state is not compromised by a supranational structure, and 
this largely explains why the ASEAN secretariat has been deliber- 
ately kept small as a bureaucratic, coordinating body with no for- 
mal powers for decision making on a regional basis. The work of 
ASEAN is primarily through committees that look at specific areas 
of concern, and of which the Standing Committee is the primary 
coordinating setup for any particular year. 

The modus operandi of consensus is significant, for not only does 
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it allow for individual national interests to override regional con- 
siderations but it facilitates a setting for consultations and delibera- 
tions. Over time, when ASEAN’s membership was five in number, 
a working principle of consensus, principally for economic decisions, 
on the basis of “4+ 1” had been adopted,” but this has been modi- 
fied after the entry of Brunei in 1984. Perhaps, in retrospect it has 
been fortuitous that ASEAN unity on the Kampuchean issue was 
attained at all, given each member state’s differences in perception 
on the problem, but on that note the question to raise is where 
ASEAN “goes from there” in its future evolution, 

ASEAN’s relations with its “dialogue partners’—Australia, 
Canada, New Zealand, Japan, the United States, the Euro- 
pean Community and the United Nations Development Program 
(UNDP) /Economic and Social Commission for Asia and the 
Pacific (ESCAP)—have, on the other hand, demonstrated a re- 
gional unity that almost transcends the barriers of national interests. 
Despite such unity, however, the real gains from such dialogues 
continue to evade the interests and desires of the ASEAN nations, 
and in fact the gripes of the grouping perennially surface during 
such discussions, as has earlier been pointed out. 

But the most important lesson of ASEAN is that there has 
emerged a feeling of ASEANness in the ASEAN region. The most 
discernible phenomenon of this feeling is the vitality of the private 
or nongovernmental bodies or organizations in the region to pro- 
mote a regional identity in the name of ASEAN. In terms of eco- 
nomic cooperation, it has been the private sector that has made 
effective inputs in the official corridors of the ASEAN committees 
—in particular, the ASEAN Chambers of Commerce and Industry 
(CCI) have made excellent proposals for the promotion of intra- 
ASEAN trade, of which the latest development has been the estab- 
lishment of the ASEAN Finance Corporation. It has become fash- 
ionable, in fact, to set up regional bodies in terms of collaboration 
between individuals and groups in each member state by attaching 
the “ASEAN” label. 

The ASEAN experience amplifies the observation that a regional 
grouping need not have organized structures to dictate its affairs 
and momentum; instead, a more “Oriental” approach in terms of 
approaching the organization gradually and cautiously and through 
a system of mushawarah-muafakat. Because no one country is 
allowed to dominate the others, ASEAN has been able to exercise 
responsibilities shared out on a equal and mutually agreed basis. The 
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responsibility for decisions is often always shunted to the top (mean- 
ing the level of ministers) but where ASEAN unity is often used 
as the prevailing criterion of agreement. As such, ASEAN has been 
able to work out the mechanics of regionalism through a process of 
time by sheer consensus, 

Moreover, although observers cite lack of success in regional eco- 
nomic cooperation, the very workability of ASEAN is due to the 
vagueness in its documents for existence as well as the “loose” 
anchors of its administrative machinery. The legal protocols of 
ASEAN as such allow for a great deal of flexibility as well as inter- 
pretation of its objectives. The Bangkok Declaration, the ASEAN 
Concord and the Treaty of Amity and Cooperation nevertheless set 
the platform on which ASEAN activities take place and on which 
the parameters are set so that its activities do not go beyond the 
terms of reference. 

In this regard, it is also significant that the grouping has con- 
sciously avoided its security ramifications and has continuously 
denied it is a military pact—though bilateral and trilateral defense 
and security cooperation takes place between its member states. ‘The 
object lesson may be that regional cooperation works better if the 
notion of security is divorced from such attempts. 

ASEAN’s experience and example should not, of course, be seen 
without considering its problems. Hans Indorf® and others have 
well documented the impediments to regionalism in Southeast Asia 
which should not be neglected in any analysis of cooperation on a 
multilateral basis. 

But measured against the experience of other regional groupings, 
the ASEAN story can be seen as one of “success.” ‘This is in spite of 
the many difficulties of regional economic cooperation. Paradoxical- 
ly, perhaps, ASEAN’s greatest success is political, although the diffi- 
culties of its economic cooperation are saddled at the same time by 
political imperatives of the national interest, real or perceived, of 
each member state. Not surprisingly, the strength of ASEAN re- 
gional cooperation is quite simply the coincidence of each member 
state’s national interests on a regional basis. 


PROBLEMS OF PAN-PACIFIC COOPERATION 


However, critics have pointed out that political will to weld na- 
tional and regional interests so as to achieve Pan-Pacific coopera- 
tion requires leadership. APC was agreed upon precisely because it 
could be seen as an ASEAN initiative, not that of the U.S. and 
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Japan. But noted Korean commentator Han Sung-Joo has pointed 
out U.S. and Japanese actions have only “set back a movement that 
had been gathering momentum,” that “the ‘6+5 arrangement is 
too exclusionist (since it rules out such key economic actors as Ko- 
rea, Taiwan and China),” and that “in such a format, the fate of 
Pacific cooperation is too closely intertwined with intra-ASEAN 
politics and dynamics” which subsequently “will make progress in 
regional cooperation a painfully slow process.’ 

Differences in perspectives are also important. The ASEAN coun- 
tries have not fully resolved, for example, how China can play a role 
in Pan-Pacific cooperation, although all these states have of late 
been paying more attention to the China’s modernization efforts. 
But ASEAN is not likely to want to expand the “6+5” framework, 
for already there are fears the fragile unity of ASEAN has or can 
become diluted through Pan-Pacific cooperation. Nor, probably, do 
the ASEAN countries agree with the “4 points” of Pacific Coopera- 
tion that the Japanese leader Yasuhiro Nakasone emphasized in 
his speech to the National Press Club in Canberra on January 16, 
1985. 

In this regard, also, it needs to be remembered that ASEAN’s 
willingness to engage in the “6+5” framework centers on HRD, 
a “noncontroversial” item in terms of regional cooperation. Even 
then, certain stipulations were built in to prevent ASEAN making 
commitments beyond existing regional cooperative arrangements. 
ASEAN is, in several ways, a “success,” but in delineating the indi- 
cators of ASEAN’s success, it is precisely those elements that can 
also explain the problems of Pan-Pacific cooperation. To elaborate, 
cooperation needs time, gradualism, vague objectives, a small num- 
ber, a sense of community, a working system of arriving at decisions 
and kindred or corporate unity. These have been present in ASEAN 
but clearly absent or difficult to achieve on a large scale. An element 
of patience and perseverance may well be axiomatic for Pan-Pacific 
cooperation, apart from ASEAN?’s major characteristic of an or- 
ganization between equals. 

There is no doubt that a Pacific revolution is taking place and 
that the world’s economic gravity is shifting from the Atlantic to 
the Pacific. Douglas MacArthur in 1944 on Leyte said that “Europe 
is a dying system. The lands bordering the Pacific with their billions 
of inhabitants will determine the course of history for the next ten 
thousand years.” Pacific progress is evident, but clearly there are 
obstacles to regional cooperation. It is perhaps rather harsh to think 
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that Pan-Pacific cooperation with APC as the first step may have 
to take a while, but given the present state of ASEAN-Pacific Co- 
operation, it will be a long road to traverse before real cooperation 
begins. However, if the experience of Europe is any indication, such 
difficulties in Pacific cooperation are not novel nor insurmountable 
and that there can be light at the end of the tunnel.” 
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ASEAN AND CAMBODIA: 
THE HAZARDS OF STALEMATE 


By Tim Huxley 
Tim Herre! 
eT 


Bi the second half of 1981, the Cambodian conflict appeared 





to have attained a state of equilibrium. The UN sponsored 

International Conference on Kampuchea had done nothing 
to break the political deadlock, and the level of conflict seemed 
tolerable to all parties involved. Heng Samrin’s regime and the 
Vietnamese military presence may not have been very popular with 
the Cambodian people, but they were more popular than the alter- 
native—the resistance coalition dominated by the bestial Khmer 
Rouge.’ 

Meanwhile, the PRK administration had, with Vietnamese as- 
sistance, gone a long way towards rebuilding Gambodia’s economy 
and society.? Vietnamese military expenses in Cambodia were ex- 
tremely low by most standards: the occupation force was man- 
power intensive, with little sophisticated weaponry. Ammunition 
was probably supplied as grant aid by the Soviet Union, and Mos- 
cow may have supplied Vietnam with free fuel for military pur- 
poses.” Vietnam was apparently not being “bled white” in Cambo- 
dia, as Beijing had hoped. But neither was there evidence to suggest 
that the Cambodian resistance was likely to be defeated in the 
foreseeable future. 

The costs of the Cambodian conflict were also bearable for the 
external powers involved. For the Chinese the low intensity war 
was an inexpensive but effective means of maintaining pressure on 
Vietnam. For the Reagan administration, the conflict provided a 
low risk theater in which to challenge “Soviet expansionism.” For 
Moscow, support for Vietnam in Cambodia provided an oppor- 
tunity to exact greater strategic advantages from the relationship 
with Hanoi while maintaining a second front in the confrontation 
with China. 

There were strong pressures on the ASEAN governments to 
tolerate the continuing stalemate. But it is arguable—and was 
argued by some politicians and officials in the region (and parti- 
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cularly in Indonesia)—that the ASEAN states’ individual and 
collective policies towards Indochina in the testing strategic en- 
vironment created by the invasion of Cambodia did not always 
operate in the best interests of their security, and were possibly 
counterproductive. 

The most obvious (though perhaps not the most serious) danger 
for the ASEAN governments stemming from their Cambodian 
policy was the threat posed to ASEAN cohesion by intra-ASEAN 
differences of opinion over the best course to take in relation to 
Indochina. Within ASEAN there was a wide spectrum of view- 
points on the Cambodian problem. At one end of the spectrum 
were Thai right-wing military and business circles (which effec- 
tively formed -the constituency of the Prem government) and the 
Singaporean government; at the other end were those elements in 
the Indonesian armed forces who favored a compromise settlement 
of the issue making very substantial allowance for Hanoi’s interests. 
But ASEAN’s policy was based on an acceptance by all its mem- 
bers of Thailand’s wish to resist the Vietnamese occupation of 
Cambodia. In the absence of a diplomatic or military capability to 
influence the situation independently, ASEAN had to cooperate 
with the Cambodian resistance and China. Those who wished for 
a more conciliatory line had only a marginal impact on ASEAN’s 
policy. In particular, Indonesia’s loyalty to the ASEAN line forced 
Jakarta to defer its aspiration to regional leadership. l 

The strain in ASEAN after the invasion of Cambodia—reflected 
particularly in the Kuantan declaration—contrasted with the great- 
er unanimity of the 1975~8 period, but it seemed unlikely that 
ASEAN ’s unity was immediately threatened as a result. ASEAN’s 
decisions had always been based more on consensus than unanim- 
ity: only the Malaysian government, for example, had been totally 
enthusiastic about ZOPFAN, but it had nevertheless been adopted 
in modified form as an ASEAN goal. Moreover, although the Indo- 
nesian and to a lesser extent the Malaysian and Philippine govern- 
ments might have wished for a rather different policy on Cambodia 
they were anxious not to jeopardize the wider advantages which 
ASEAN’s diplomatic success over Cambodia had brought them. 
ASEAN’s role in the van of diplomatic opposition to the Viet- 
namese role in Cambodia had significantly boosted the interna- 
tional status of the association and its members. ASEAN was also 
important ‘to its members in terms of its role in keeping in abey- 
ance the disputes which had plagued their relationships with each 
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other in the 1960s. 

Pressure from certain institutions (elements of the military, espe- 
cially BAKIN—the State Intelligence Coordinating Agency—and 
the quasi-official Center for Strategic and International Studies in 
Indonesia, the research section of the Prime Minister’s Depart- 
ment in Malaysia* and the President’s Center for Special Studies 
in the Philippines) for a more conciliatory line towards. Hanoi 
influenced their countries’ attitudes to the Cambodian question and 
contributed to a continuous if not particularly fruitful moderating 
influence on ASEAN’s collective policy. But the wider interests of 
these countries’ heads of state (in terms of the success of ASEAN) 
and foreign ministries (especially in terms of equable relations with 
China) ensured that there was no serious breach of the united 
front which ASEAN presented. In late 1981, a breakdown in 
ASEAN cohesion seemed unlikely except possibly in the event of 
fairly radical domestic political change in Indonesia bringing to 
power military figures less influenced by the foreign ministry and 
more favorably disposed towards Hanoi. 

The Cambodian crisis had a salutary result for ASEAN’s inter- 
national status. But critics of ASEAN’s Indochina Policy have 
argued that it also distracted the Association from its most im- 
portant original aims—the acceleration of economic and social 
development (particularly as a means of undermining the appeal 
of communism), and the use of.the resultant national and regional 
resilience as a foundation for both cooperative relations with com- 
munist Indochina and the exclusion of external power interference 
(especially in terms of military bases)—as enunciated in Bangkok 
(1967), Kuala Lumpur (1971) and Bali (1976). 

There is no conclusive evidence to support the views of some 
observers in the ASEAN region that ASEAN’s concentration on 
diplomatic cooperation in relation to Cambodia has distracted the 
Association from working towards economic integration.’ Indeed, 
it might be argued that the institutionalization of political coopera- 
tion within ASEAN as a result of the Cambodia dispute provided 
a helpful basis for greater economic cooperation in the longer term. 
In the meantime, ASEAN did make some progress on the economic 
front, particularly in its negotiations with extra-regional “dialogue 
partners.” 

Rates of economic growth in ASEAN continued to be amongst 
the world’s highest, and the balance of economic power in South- 
east Asia remained very markedly in ASEAN’s favor as Vietnam’s 
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economy stagnated. But gross disparities in wealth remained the 
four larger ASEAN states’ most pressing economic problem. At 
the same time, the regional tension resulting from the. Cambodian 
stalemate provided a justification (if not a strategic rationale) for 
very substantially increased military expenditure in the ASEAN 
states,® at the expense of development projects which would have 
helped to combat the socio-economic inequities which encouraged 
insurgency, particularly in Thailand. 

Although the abortive coup by the Thai “Young Turks” in April 
1981 was not prompted by differences over the handling of relations 
with Indochina, the rebellion was rooted in middle-ranking officers’ 
frustration with a regime that showed itself incapable of tackling 
the fundamental “economic and administrative problem which 
caused social injustice detrimental to the survival of Thai society.” 

While the Sino-Vietnamese dispute had weakened the armed 
communist movements in the ASEAN region; communist (and to 
a lesser extent, ethnic-separatist) insurgency was, objectively, still 
the principal security threat to ASEAN’s governments. Yet these 
governments used the “Vietnamese threat” to justify the diversion 
of military resources away from counter-insurgency towards con- 
ventional forces. To some extent this trend was balanced by the 
development of paramilitary forces and the generally lower level 
of insurgent activity. But even the Secretary-General of Thailand’s 
National Security Council warned that the emphasis on defense 
against Vietnam might weaken counter-insurgency capability.’ 

The Cambodian stalemate also provided the ASEAN states’ 
armed forces with an opportunity to press for a greater political 
role. This was particularly true in Thailand, where even conser- 
vative academics pointed to the dangers of the “growth of mili- 
tarism,” in terms not only of rapidly increasing defense budgets, 
but also the retarding effect on political development. “The Thais 
are incapable of seeing their own bleeding . . . ,” according to Khien 
Theeravit, at one time a senior adviser to the Prem government.’ 


THE RECESSION OF REGIONALISM 


The Vietnamese invasion of Cambodia and the subsequent dip- 
lomatic stalemate deferred the possibility of peaceful coexistence 
and fruitful cooperation across Southeast Asia’s ideological divide. 
Although even Singapore and to a limited extent Thailand”— 
Hanoi’s harshest critics in ASEAN—maintained limited trading 
relations with Vietnam, the Cambodian dispute severely restricted 
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the possibilities for significant economic interaction." Not only did 
this contribute to Vietnam’s increasing dependence on the Soviet 
Union, and increasing Laotian and Cambodian ‘dependence on 
‘Vietnam, but also frustrated business interests in ASEAN, and 
particularly in Thailand. The continuing participation of the Thai, 
Vietnamese and Laotian governments in the Interim Mekong 
Committee—which held three sessions in 1981 and sponsored a 
wide range of activities connected with the development of land 
and water resources'*—denoted a persistent interest on both sides 
in keeping open the possibility of regional economic cooperation. 
Perhaps even more important than the restriction of economic 
links was the stymieing of movement towards the self-management 
of Southeast Asian security by regional states themselves (which 
had been apparent briefly in 1977-8), and the intensification of the 
regional military interests of extra-regional powers. Although 
ASEAN leaders reiterated their commitment to regional neutrality 
as a long-term goal once the Cambodian problem had been re- 
solved,” in the meantime the corollary of théir indirect involve- 
ment in the conflict was a renewed reliance on the security guaran- 
tees of extra-regional powers. Coupled with evidence of greater 
military cooperation between regional states, this may have fueled 
‘Vietnamese fears that ASEAN was acquiring the attributes of an 
externally-sponsored military organization, Simultaneously, Viet- 
nam’s increasing dependence on the Soviet Union allowed Moscow, 
after twenty years of effort, to acquire a strategic foothold in the 
region through its use of Vietnamese air and naval facilities, The 
prolonged Cambodian dispute was having the effect of polarizing 
Southeast Asia along ideological lines and linking the region more 
closely to the global confrontation between China and the United 
States on one side and the Soviet Union and its allies on the other. 
Note only elements in the Indonesian and Malaysian govern- 
ments were concerned at the possible dangers of ASEAN’s coopera- 
tion with Beijing on the Cambodian issue. There was also serious 
reservations within the Thai bureaucracy (including the foreign 
ministry) and armed forces (particularly amongst officers, includ- 
ing both Prem and the Young Turks, who had spent years fighting 
the GPT) about the wisdom of moving so close to China and 
allowing Beijing to “bleed” Vietnam.'* According to the secretary- 
general of the Thai National Security Council, the Thai regime 
did not wish “to sell our country to China” or to weaken Vietnam 
to the extent that it might “fall under to China or the Soviet 
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Union,” because in the long-term, “we are threatened by all com- 
munist countries” (that is, China as well as Vietnam).” 

There were grounds for concern that although China had re- 
duced its support for the CPT, Beijing was building up new chan- 
nels for its political influence by exploiting its links with the Thai 
military and with business circles which acted as the conduit for 
some of its aid to the Khmer Rouge. For example, the Mass Line 
Party led by the demagogic General Sudsai Hasdin (who had been 
head of the Internal Security Operations Command before his 
retirement from the army in October 1980 and who was sub- 
sequently appointed to Prem’s cabinet) was alleged to maintain 
close links with the Chinese embassy.’* Moreover, Beijing still main- 
tained links with Thailand’s ethnic Chinese community and the 
CPT and could presumably resuscitate its material support to the 
latter if it wished. The CPT’s declarations in 1979-81 that it was 
willing to join the Bangkok government in an anti-Vietnamese 
united front demonstrated that Beijing retained considerable influ- 
ence with the Thai communists.” Overall, the Cambodian conflict 
enabled China to strengthen substantially its political leverage in 
Thailand. 

Beijing’s frequent promises to aid Thailand in the event of a 
military challenge from Vietnam” were greeted with caution in 
Bangkok as well as the other ASEAN capitals. Not only was it 
apparent that these promises were probably part of a Chinese 
effort to force Bangkok and ASEAN as a whole to take sides more 
decisively, ? but it was also doubtful if such guarantees greatly 
enhanced Thai and ASEAN security. If China did attempt again 
to “teach Vietnam a lesson,” it would need to be a more impressive 
lesson than the 1979 invasion of Vietnam, which had been more a 
failure than a success militarily, and had not affected Vietnam’s 
policies in Cambodia. But any large-scale, new attack on Vietnam 
would risk not only aborting Beijing’s fragile reapprochement with 
Moscow, but also a Soviet military response if Vietnam’s economic 
heartland was seriously threatened (which it was not in the 1979 
invasion): there were thus grounds for doubting the significance 
of China’s commitment to assist Thailand. Nevertheless, because 
of the need for the. Chinese government to maintain its credibility, 
Beijing’s repeated guarantees of ‘Thai security might have neces- 
sitated some sort of military response against Vietnam in the 
extremely unlikely event of a large-scale Vietnamese military push 
against ‘Thailand (such as an incursion aimed at neutralizing 


36 


Cambodian resistance groups’ support bases and supply routes well 
‘inside Thai territory). 

If China did attempt a “second lesson,” it might prove counter- 
productive, by bolstering the credibility of Hanoi’s emphasis on 
the “Chinese threat” as a justification for its role in Cambodia, 
and by opening the way for a dramatic increase in Vietnam’s 
reliance on Soviet support. To force Hanoi into greater dependence 
on Moscow (in the expectation that Vietnamese nationalism would 
eventually re-assert itself and propel Vietnam towards a rapproch- 
ment with China) was, of course, the aim of Beijing’s strategy of 
“bleeding” Vietnam. But neither a Soviet-Vietnamese alliance nor 
an eventual Sino-Vietnamese entente were likely to benefit the 
ASEAN states’ security. This was recognized even by Thai gov- 
ernment officials, who stressed that Bangkok did not want a “weak 
Vietnam.” Indeed, the geographical proximity of China, com- 
pounded by its emphasis on modernization (especially in a military 
sense) suggested that a strong Vietnam might act as a useful bal- 
ancing factor in the medium-to-long term. 

The ASEAN states were, with good reason, less apprehensive 
about the revitalization of American strategic interest in Southeast 
Asia in the 1979-81 period. Not only did the United States provide 
an offshore military presence that by far outweighed the Soviet 
minor air and naval deployments in the region, and substantial 
economic and military aid and diplomatic support on the Cam- 
bodian issue, but its strategic entente with China also went some 
way towards reassuring the ASEAN governments that its leverage 
in Beijing would prevent the Chinese from acting incautiously in 
relation to Vietnam. Bangkok had a special interest in using its 
alliance with Washington to balance Thailand’s relations with 
China. , 

Although America’s principal Asian security interests were cen- 
tered in Southwest and Northeast rather than Southeast Asia, 
Washington (particularly once the Reagan administration took 
power) saw the ASEAN states as important allies and associates in 
its strategy of thwarting Vietnam’s role as the spearhead of Soviet 
expansionism in a region straddling American and Japanese lines 
of communication with the Indian Ocean and the Gulf, Even be- 
fore President Ronald Reagan took office, Washington’s renewed 

' commitment was highlighted in November 1979 when its Assistant 
Secretary of State for East Asia and the Pacific Richard Holbrooke 
claimed that Thailand was “the key to ASEAN and ASEAN is 
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the key to Southeast Asia” and that “the U.S. is in this region to 
stay.”?! But although this statement was indirectly a response to 
Bangkok’s attempts to gain more specific security guarantees from 
Washington after the invasion of Cambodia, and even Indonesia 
and Malaysia appeared to encourage Thai and Philippine military 
links with. the United States, there was also an awareness— par- 
ticularly in Jakarta—of the important differences between Ameri- 
can and ASEAN interests. l 

It was evident that the increased U.S. military, economic and 
diplomatic aid was reinforcing “structural ties of dependence” 
between Thailand and the United States” and reducing the flexibil- 
ity of Thailand’s foreign policy. It was also reasonably clear that 
U.S. military assistance (upon which the Prem regime’s credibility 
increasingly depended) would be drastically reduced if Bangkok 
moved towards accommodation with Hanoi.” So Thailand—and 
by extension its ASEAN partners—were becoming locked into the 
role of regional proxies for Washington’s worldwide confrontation 
with Moscow and its allies.” Moreover, there was scant indication 
that the U.S. was using its relationship with Beijing to moderate 
or otherwise influence Chinese policy towards Indochina. Washing- 
ton, particularly under Reagan, tended to look for an identity of 
policies with the People’s Republic on non-critical issues such as 
Cambodia, effectively deferring to Beijing’s judgement. For ex- 
ample, the U.S. did not support the ASEAN states in their dis- 
agreements with China at the International Conference on Kam- 
puchea in July 1981. 

The Thai political, military and bureaucratic elite forming the 
power base of the Prem government gained too much from close 
relations with Washington to worry openly about the relationship’s 
broader implications. There was a current of Thai thinking that 
stressed the need for the government to avoid alignment with 
Washington and Beijing on the Cambodian issue,” but such views 
were not influential in Bangkok in 1981. However, there was serious 
concern in Indonesian official circles that ASEAN’s closer strategic 
alignment with Washington was drawing the region dangerously 
closer to the superpower confrontation as well as further under- 
mining Indonesia’s regional leadership. Moreover, there was no 
indication that Washington took serious notice of Indonesian and 
Malaysian concerns over aspects of the Sino-American relationship 
such as the possibility of U.S. arms sales to Beijing.** Overall, the 
relationship with Washington compromised ASEAN’s vision of a 
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reduction in great power interference in the region. 


INSTABILITY ON THAI-CAMBODIAN BORDER 


The use of the Thai-Cambodian frontier for resupply and 
sanctuary by the Cambodian resistance was not totally beneficial 
to Thai security. The main concern for the Thai military was that 
it would be unable on its own to repel a large-scale Vietnamese 
military incursion into Thailand aimed at destroying the Cam- 
bodian resistance’s bases in the frontier zone. Mainly because it 
might increase the risk of a major Vietnamese cross-border attack, 
the Thai military was unenthusiastic in 1981 about supplying arms 
to the non-communist Cambodian resistance factions.” There was 
also concern that enhancing the resistance’s firepower might also 
increase its independence, endangering Thai security by allowing 
less Thai influence over the conduct of its operations. Thailand’s 
ASEAN partners also had reasons to fear any major escalation in 
tension on the border, because their political stake in ASEAN’s 
cohesion would require them to render Bangkok diplomatic and 
possibly military support. In Malaysia’s case there was an additional 
concern with the attention of the Thai army should not be diverted 
from counter-insurgency in the Malaysian frontier zone. 

The Cambodian stalemate also ensured the continued existence 
of a refugee problem for the ASEAN states, particularly in terms 
of land refugees in the Thai-Cambodian frontier area. But the 
effective economic isolation of Vietnam and Laos from the West 
and non-communist Southeast Asia contributed to continuing re- 
fugee flows from these countries also. The ASEAN governments 
exaggerated the impact of the refugees on their countries’ security, 
but there can be little doubt that, on balance, they would have 
preferred to be without the problem. . 

` Despite its success as a mechanism for maintaining broad inter- 
national support for Democratic Kampuchea, there was little 
evidence to suggest that the Cambodian resistance coalition, which 
was still dominated by the hugely unpopular Khmer Rouge, was 
likely to secure a sufficient degree of legitimacy within Cambodia 
to make it a credible alternative to the Heng Samrin regime. 
Although some reports in 1981 indicated that popular support for 
Son Sann’s KPNLF was growing inside Cambodia,” there was no 
reason to suppose that the political or military balance of power 
within the resistance coalition would ‘move decisively against the 
Khmer Rouge in the foreseeable future. There were also reasons 
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for doubting that the impact on the ASEAN states’ security of the 
restoration to power of a Democratic Kampuchea regime would be 
entirely beneficial, Unless this took place in the context of a broad. 
settlement of the Sino-Vietnamese dispute (which was not in 
prospect in 1981) it seemed likely that Beijing would persist in 
using its influence over the Khmer Rouge to exert pressure on 
Vietnam, A renewal of Chinese interference in the region was. 
clearly not desired by the Indonesian and Malaysian governments, 
and the likely detrimental effect on regional stability of continued 
Sino-Vietnamese rivalry in Southeast Asia was contrary to the 
interests of all the ASEAN states. Moreover, there was no guarantee 
that relations between Thailand and a more nationalistic successor 
regime in Cambodia would not be plagued by the bilateral frontier 
disputes which were characteristic of both the Sihanouk and 
Khmer Rouge periods.” So in some senses, firm Vietnamese control 
over Cambodia was arguably beneficial to the ASEAN states. 

ASEAN’s diplomatic initiatives on Cambodia in the 1979-81 
period were intended essentially to ensure the continuing illegiti- 
macy (in terms of international recognition) of the Heng Samrin 
administration rather than to provide a basis for serious negotiations 
with Hanoi over the withdrawal of Vietnamese forces.” But it is 
possible to make a plausible case that the ASEAN states would have 
had much to gain if they had changed their collective policy to- 
wards Indochina for confrontation over Cambodia to an emphasis 
on the common interests of communist and non-communist South- 
east Asian countries in finding a compromise solution to the prob- 
lem. Thailand’s security—the touchstone for ASEAN’s Cambodia 
policy—and, indeed, the wider security interests of ASEAN as a 
whole might have been better served by a much greater recognition 
of Vietnam’s security concerns. Despite the failure of the Kuantan 
initiative in 1980, in mid-1981 there was still a strong undercurrent 
' of opinion within ASEAN policy-making circles, particularly in 
Indonesia and Malaysia but even in Thailand,” which looked to a 
greater recognition of the legitimacy of Vietnam’s interests in Cam- 
bodia as the key to breaking the stalemate. 

Vietnam’s central concern in relation to Cambodia was that it 
should not be controlled by a pro-Chinese regime. It is possible that 
Hanoi might have proved unwilling to make significant concessions 
on its military presence in Cambodia, particularly in view of asser- 
tions by Vietnamese spokesmen in mid-1980 that their forces would 
remain in Cambodia while the “Chinese threat” in its broadest 
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sense persisted, and that this threat was “eternal.” But although 
these hyperbolic claims may have been intended to provide a justifi- 
cation for Vietnam’s role.in Cambodia, they did not necessarily 
portend an indefinite military occupation of Cambodia irrespective 
of changes in strategic circumstances. ASEAN had never made an 
intensive effort to investigate Hanoi’s precise conditions for military 
withdrawal from Cambodia, so it was by no means clear that it 
was impossible to negotiate concessions from the Vietnamese gov- 
ernment on Cambodia. Indeed, although Hanoi was unwilling to 
tolerate a return to power by the Khmer Rouge, the: Vietnamese 
were apparently prepared to consider the possibility of accepting a 
more broadly-based administration in Phnom Penh, including non- 
communist elements providing they did not challenge Vietnam’s 
suzerainty.’ Bearing in mind the extreme unpopularity of the 
Khmer Rouge within Cambodia, a regime based on the Heng 
Samrin administration would possess considerably more domestic 
legitimacy than one based on the Democratic Kampuchea coalition. 

Although Vietnam would probably see a requirement to support 
its political hegemony in Cambodia with a military presence (as in 
Laos), Hanoi appeared willing to restrict both the deployment and 
size of this presence if this could be accomplished without risking 
a return to power by the Khmer Rouge. Until late February 1979, 
when China invaded Vietnam and it became clear that the Thai 
authorities had decided to provide logistic support to the Khmer 
Rouge (both these phenomena exacerbating Hanoi’s fear of a 
Chinese attempt at strategic encirclement), the Vietnamese author- 
ities attempted to respect Bangkok’s security concerns by keeping 
their forces at least 10 km from the Thai border.” Although the 
Indochinese foreign ministers’ “Vientiane proposal” in July 1980 
suggested the demilitarization of both sides of the border,” it did 
indicate that Hanoi was potentially willing to respond to a cessation 
of Thai aid to the resistance by pulling back its forces again. Ac- 
cording to Nguyen Co Thach, Hanoi was also willing to reduce the 
size of its forces in Cambodia if the military threat from the Khmer 
Rouge was reduced.” Although the political and economic costs of 
maintaining a large army of occupation in Cambodia were toler- 
able, this did not mean that Hanoi would not welcome the political 
and economic benefits (particularly in terms of aid from the West 
and Japan) which might be gained by a large-scale reduction in its 
military presence. 

It is impossible to postulate with any great accuracy the precise 
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course of events if the direction of Thai and ASEAN policy on 
Cambodia had been fundamentally altered to involve an acceptance 
of Vietnamese suzerainty by recognizing a broadened version of the 
Heng Samrin regime and ceasing to give diplomatic and logistic 
support to the Cambodian resistance. But it may plausibly be 
argued that the security of Thailand and ASEAN as a whole would 
have benefited from such a reorientation. In such circumstances, 
it seems likely that Hanoi would have substantially reduced its 
military deployment in Cambodia and concentrated its residual 
forces away from the Thai border. The reduction in border tension 
as a result of the cessation of Thai support for the Khmer Rouge 
and the Vietnamese military stand off would have minimized the 
immediate threat to Thai security from Vietnamese military in- 
cursions. Moreover, with peace restored in Cambodia a large part 
of the Cambodian refugee population in the Thai border region 
would probably have wished to return home, eliminating another 
major Thai security concern. There would also have been less need 
for the ASEAN countries to divert resources to their defense sectors 
and within these sectors towards conventional warfare capability, 
so resources for both developmental and military counter-insurgency 
could have been restored. Bangkok could have used its newly 
equable relationship with Hanoi to forestall the possibility of the 
reestablishment of any potentially dangerous nexus between the 
CPT (or a CPT faction) and the Indochinese communists, just as 
amicable government-to-government relations with China had un- 
dermined the CPT’s links with Beijing. The inclusion of non-com- 
munist elements in a broadened Phnom Penh regime might further 
minimize the possibility of Vietnam using its assured hegemony in 
Cambodia as a basis for the support of Thai insurgents.” 


THAI-LAOS RELATIONSHIP 


Recognition of an overarching Vietnamese political suzerainty in 
Cambodia need not have implied an end to Thailand’s role as a 
competitor for influence there. One component of Thailand’s con- 
tinuing quest for influence in Vietnamese-dominated Laos after 
1975 was an alliance with anti-communist Laotian resistance 
groups, but after the Kriangsak government’s accord with Vientiane 
in early 1979 this approach yielded to one based on political and 
economic cooperation. The economic aspect of the relationship was 
particularly important in helping Vientiane to avoid complete 
dependence on Hanoi. In theory at least, the 1975-80 phase of the 
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Bangkok-Vientiane relationship could have provided a model for 
Bangkok-Phnom Penh links.” In the longer term Bangkok might 
have been able to take advantage of any move by the Phnom Penh 
regime to assert its independence of Hanoi by intensifying its links 
with third countries: the potential for the development of a more 
independent foreign policy by the PRK regime was demonstrated 
in 1980-1 by its ardent interest in constructing an autonomous 
relationship with Moscow. Although the PRK and Thai regimes 
were ideologically opposed, culturally and linguistically Gambodia 
was closer to Thailand than to Vietnam. Ultimately, as it became 
clear that there was no longer a possibility that the Khmer Rouge 
might recapture power, and if Cambodian nationalism reasserted 
itself, it is possible that Hanoi might have been prepared to down- 
grade it hegemony over Cambodia to a level comparable with the 
Soviet-Finnish relationship. By way of contrast, a continuing stale- 
mate necessarily involving the dependence of the Phnom Penh 
regime on Vietnamese support could only minimize the possibilities 
for a reassertion of Cambodian autonomy. 

Another advantage of conceding Cambodia to Hanoi’s sphere of 
influence (at least in the short term) might have been that this 
would have lessened Vietnam’s economic, political and military 
dependence on the U.S.S.R., in turn limiting Moscow’s ability to 
extract concessions from Hanoi in the form of naval and air facil- 
ities. The limitation of Soviet regional influence and presence might 
ultimately have contributed to a reduction in Southeast Asia’s im- 
portance as an arena of Sino-Soviet competition. 

These arguments suggesting that a fundamental change of policy 
in Cambodia might have benefited the ASEAN states were, how- 
ever, balanced by the possible dangers of recognizing the Heng 
Samrin regime and severing links with the Cambodian resistance. 
Having invested so much political capital in resisting Vietnam’s 
domination of Cambodia, ASEAN’s international credibility would 
almost certainly have been dented—if not quite seriously damaged 
—if the Association had fundamentally revised its stance on the 
issue. Although at times ASEAN’s cohesion on the Cambodian issue 
appeared fragile, the same issue had also been instrumental in 
engendering much of the Association’s unity. Deprived of the Cam- 
bodian problem, ASEAN might have lost much of it impetus for 
cooperation in other areas. 

Moreover, in the absence of rapprochement between Beijing and 
Hanoi, any movement by ASEAN towards a profound change of 
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course on Cambodia would have seriously risked alienating China. 
Although: a' major change of policy on Cambodia would represent 
a repudiation of Chinese influence by the Thai government, in such 
circumstances it is likely that Beijing would have used its residual 
leverage in Bangkok (through its links with Sino-Thai business 
circles, sympathetic elements in the military leadership, and move- 
ments such as Sudsai’s Mass Line Party) to exert pressure on the 
regime to adhere to its established policy on Cambodia, even if this 
resulted in ‘Thailand breaking ranks with some or other of its 
ASEAN partners. If such Chinese pressure had failed to achieve its 
objectives, it is possible that Beijing would have attempted to exert 
additional leverage against Bangkok by reviving material support 
for the CPT and terminating economic concessions (such as the 
supply of oil at advantageous prices), Although Thailand might 
bear the brunt of China’s reaction, ultimately it was highly likely 
that all the ASEAN states would face the prospect of a deteriorat- 
ing relationship with China, possibly including a revivified security 
threat from Beijing’s links with the region’s communist parties 
coupled with a strategic military threat resulting from the extended 
reach of the Chinese armed forces. 

If Bangkok had withdrawn its cooperation in resisting Vietnam’s 
occupation of Cambodia, it is unlikely that Beijing would have 
relinquished its support for the Cambodian resistance. As well as 
continuing to resupply the Khmer Rouge by way of islets off the 
Cambodian coast, the Chinese might have continued to funnel 
material to the resistance through Thai territory, assisted by the 
CPT. In order both to contain the security threat posed by the 
specter of a revived CPT linked to the Khmer Rouge, and to con- 
vince Hanoi that the Thai regime was wholehearted in its change 
of policy on Gambodia, it would probably have been necessary in 
these circumstances for Bangkok to divert military resources to 
interdicting these supply lines, possibly in joint operations with the 
Indochinese governments’ forces. 

Another potential drawback to a change of course on Cambodia 
was its likely impact on the ASEAN states’ relations with the 
United States. The increase in American military aid—particularly 
to Thailand—from 1979 was predicated on Washington’s wish to 
bolster the stability of friendly anti-communist nations in the face 
of the threat to their security supposedly posed by actual and poten- 
tial Soviet-backed Vietnamese aggression. If the ASEAN states had 
reached their own understanding with Hanoi, it is likely that this 
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aid would have been drastically reduced. Although much of the 
military component of the U.S; aid was increasingly diverted to- 
wards the acquisition of sophisticated weapons for conventional 
warfare—which would probably have been redundant if a change 
of policy on Cambodia helped to improve the ASEAN states’ rela- 
tions with Vietnam, such aid cuts would also have impaired the 
ability of ASEAN governments to counter (by both military and 
socio-economic means) their problems with insurgency—and this 
at a time when insurgency might increase as relations with China 
deteriorated. Substantial cutbacks in U.S. aid were also potentially 
damaging to the ASEAN governments’ domestic political legiti- 
macy, particularly in Thailand and the Philippines. 


CONCLUSION 


The Vietnamese invasion of Cambodia effectively dashed hopes 
within ASEAN of managing security concerns with Indochina by 
constructing a framework of cooperative relations across Southeast 
Asia’s ideological divide. Although Indonesian and, to a lesser 
extent, Malaysian strategic perspectives allowed a more tolerant 
view of Vietnam’s role in Cambodia, the invasion forced Jakarta 
and Kuala Lumpur to place their interest in maintaining both 
ASEAN ’s cohesion and the credibility of their own and ASEAN’s 
vision of regional order before their interest in developing closer 
relations with Hanoi. Although the Indonesian and Malaysian gov- 
ernments searched for a formula which would satisfy both Thai 
and Vietnamese security requirements in relation to Cambodia and 
thus remove the major obstacles to a more satisfactory regional 
order, intransigence on the part of both Hanoi and the new Prem 
administration in Bangkok ensured that the “Kuantan declaration” 
of March 1980 was not the starting point for a compromise solu- 
tion to the problem. Nevertheless, slightly waning international 
support for Democratic Kampuchea and Jakarta’s continuing im- 
patience with the Cambodian stalemate inspired a new ASEAN 
strategy involving efforts to improve Democratic Kampuchea’s 
acceptability by broadening its political composition and to work 
for a negotiated solution through the medium of a conference of all 
interested parties, in the first instance. 

The failure of the ICK and the Cambodian resistance coalition 
to break the deadlock highlighted the dangers of a continuing 
stalemate for the ASEAN states. It was arguable that ASEAN’s 
Cambodian policy threatened the Association’s cohesion, was dis- 
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tracting the grouping from its original aims (particularly the con- 
struction of national and regional resilience), contributed to the 
growth of militarism, damaged the prospects for peaceful co- 
existence and cooperation in the region, increased Chinese influence 
and Soviet interference in the region, fostered a dangerous level of 
dependence on the United States, risked a major military con- 
frontation with Vietnam, exacerbated refugee problems, and did 
not promise a post-war settlement in Cambodia which would neces- 
sarily be in the interests of the ASEAN states. 

But although there were drawbacks in the stalemate fostered by 
ASEAN’s established Cambodia policy, a radical change of course 
promised new dangers and only uncertain benefits. In particular, 
an alignment by ASEAN with Vietnam raised the possibility of a 
new confrontation with China. In mid 1981 the disadvantages of 
deadlock still appeared tolerable even to the Indonesian and Malay- 
sian authorities, particularly as these drawbacks were balanced by 
the benefits for regional (if not national) security of ASEAN’s new 
international stature and closer political and security relations be- 
tween the ASEAN states and with the United States, In essence, 
this is still true four years later, despite continuing strains on 
ASEAN cohesion (notably the Indonesian military’s cultivation of 
links with Hanoi), a growing Soviet naval and air presence in 
Vietnam, persistent concern over Chinese policies in the region 
(especially as the Reagan administration demonstrates its willing- 
ness to sell military equipment to Beijing), and a chronically un- 
stable situation on the Thai-Cambodian border. 
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ALAYSIA’s New Economic Policy (NEP), which was 
launched in 1970 in the aftermath of severe racial riots 
in May 1969, is now entering its 15th year of operation. 

"This article presents an evaluation of performance of NEP in terms 
of the attainment of its objectives. For this purpose, the article is 
divided into four sections. Section I describes Malaysia’s New Eco- 
nomic Policy. NEP’s policy instruments are discussed in section 2. 
Section 3 presents the achievements of NEP. Conclusions are given 
in the final section. 


1. New Economic Policy 


In essence NEP is a planning strategy with two prime objectives, 
viz., poverty eradication and societal restructuring. Poverty eradica- 
tion refers to the improvement of the living standard of the poor 
and minimization of the leakages of the benefits of development to 
the non-poor.' The poverty eradication strategy has two major 
aspects; the absorption of poor rural households into the modern 
sector through nonagricultural development especially through com- 
mercial and industrial development, and the uplifting of farm 
productivity through new land and in situ development schemes. 

The restructuring prong of NEP concerns the redistribution of 
‘corporate stock ownership and employment. The NEP equity capi- 
tal restructuring objective was designed to dilute “excessive” foreign 
control and ownership in the economy and to reduce the strong 
Chinese control of industry and commerce. The policy specified 
that the Bumiputra community should increase its share of corporate 
assets to 30 per cent by 1990 in comparison with 30 per cent for 
non-Bumiputras and 40 per cent for foreigners. The creation of a 
viable Bumiputra commercial and industrial community through 
active participation in commerce and industry is another important 
element of the restructuring strategy. 

NEP also aspired to human capital restructuring by means of a 
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comprehensive strategy of employment restructuring. A massive 
program of investment in human resource development, through an 
expanded system of higher education and government scholarships. 
for further studies, was launched in order to prepare Bumiputras. 
for employment in the modern sectors of the economy. 


2. NEP’s Policy Instruments 


Poverty eradication has focused on three major policy instru- 
ments: (i) fiscal policy management featuring large-scale subsidy 
schemes; (ii) major land development and in situ development 
schemes, and (iii) provision of social services and amenities such 
as education, health, housing, water and electricity. 

The instrument of capital restructuring under NEP is largely 
reliant on trusteeship. This method was adopted out of the con- 
viction that it represented the most effective pragmatic solution to 
the ill-equipped Bumiputras to get involved in the “modern” sectors 
of the economy. Companies enjoying various fiscal incentives pro- 
vided under the industrial development strategy are required to set 
aside at least 30 per cent of their share capital for Bumiputras. The 
Industrial Coordination Act, 1975 implies the restructuring of capi- 
tal and employment for those industrial firms which are given 
license to operate as can be interpreted from Article 3 of this Act 
which states: “The licensing officer shall, in deciding whether an 
application for a license should be approved or refused, consider 
whether the issue of a license is consistent with national economic 
and social objectives respectively and would promote the orderly 
development of manufacturing activities in Malaysia.” Rules and 
regulations regarding acquisitions, mergers and takeovers have been 
laid down by the government as other means of restructuring the 
pattern and structure of ownership and control of the corporate 
sector. The following are, inter alia, the guidelines which apply to 
acquisitions, mergers and takeovers by foreign or Malaysian inter- 
ests: 

(i) The proposed acquisition of assets or any interests, mergers 
or takeovers should result directly or indirectly in a more 
balanced Malaysian participation in ownership and con- 
trol; i l 

(ii) The proposed acquisition of assets or any interests, mergers 
or takeovers should lead directly or indirectly to net eco- 
nomic benefits in relation to such matters as the extent of 
Bumiputra participation, income distribution, growth, em- 
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ployment, etc., and 

(ii) The onus of proving that the poal acquisition of 
assets or any interests, mergers or takeovers of companies 
and businesses are not against the objectives of NEP is on 
the acquiring parties concerned. 

The implementation of the above guidelines rests with the foreign 
Investment Committee which is chaired by the special economic 
adviser to the prime minister. 

Administrative measures have been introduced to increase Bumi- 
putra participation in various fields such as transport, construction 
and trade. A number of projects are reserved for Bumiputras or 
for majority Bumiputra participation. More flexible and liberal 
tax relief considerations are made to Bumiputra projects. Price 
preferences are given to Bumiputra suppliers in government pur- 
chases. ` 

Apart from direct controls and regulations, use is also made of 
fiscal incentives to attain restructuring objectives. Beginning with 
the 1980 budget, the government has offered, on a yearly basis for 
three assessment years, a reduction of company income tax from 
40 to 35 per cent to any company conforming to the equity restruc- 
turing requirements of NEP. (Here the company must either have 
a paid-up capital or net assets of Malaysian $1 million, Companies 
enjoying pioneer status or other incentives do not qualify for this 
incentive. ) Similarly, any company conforming to the employment 
restructuring is exempted from the development tax of five per cent 
‘on-a yearly basis for three assessment years. 

To create a viable commercial and industrial community. among 
Bumiputras, various measures have been implemented which in- 
cludes the following: 

i) Credit Assistance 

l Credit assistance has been provided through institutions such 
as Majlis Amanah Rakyat (MARA)—Council of Trust for 
the Indigenous People—, Malaysian Industrial Development 

. Finance Berhad (MIDF), Bank Pembangunan Malaysia 
Berhad (BPMB) and commercial banks administered within 
the framework of the Credit Guarantee Corporation (CGC). 
Specific guidelines on lending to priority sectors were issued 
by the Central Bank of Malaysia to commercial banks in the 
country. These guidelines, inter alia, specify the minimum ratio 
of lending to the Bumiputra community of the total loans 
granted by the commercial banks. The establishment of Bank 
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Bumiputra Malaysia Berhad was another effort to give Bumi- 
putras more access to credit facilities. 

ii) Technical and Advisory Services 

These services have been provided by MARA, Malay- 
sian Industrial Development Finance Industrial Consultants 
(MIDFIC) and BPMB. 

iii) “Training 

Two types of training programs have been carried out by 
‘various government institutions and agencies, viz., training 
with the objective of increasing the number of skilled and pro- 

` fessional Bumiputras for employment in the modern sectors of 
the economy, and practical training with the objective of 
creating and developing a commercial and industrial com- 
munity among Bumiputras. 

In effecting employment restructuring, the government, 

l through the Ministry of Labor, has issued directives to large 

companies to have employment structures that reflect the racial 
composition in the country. In this case, an employment quota 
of 30 per cent Bumiputras has to be met. 

In creating a Bumiputra commercial and industrial community, 
‘efforts have been made to bring Bumiputras into the urban environ- 
ment in order to familiarize them with urban and modern tech- 
nologies and acquire urban values, attitudes and aspirations, The 
Urban Development Authority (UDA) has been given the task to 
undertake urban renewal and modernization in line with the ob- 
jectives of NEP. UDA has been active in constructing business 
premises and commercial complexes in a number of major towns in 
peninsular Malaysia. Since 1979, UDA’s activities have been con- 
centrated in the following places: Alor Star, Butterworth, George- 
town, Tanjong: Tokong, Ipoh, Kuala Lumpur, Petaling Jaya, Shah 
Alam, Klang, Seremban, Kuantan, Melaka, Kota Bharu and Johore 
Bharu. 

The establishment of new townships by various State Economic 
Development Corporations is also within the context of attaining 
the objectives of NEP. Opportunities for Bumiputras in the estab- 
lished large towns such as Kuala Lumpur, Ipoh and Penang seem 
restricted since non-Bumiputra businesses are already well en- 
trenched in these towns. New townships are deliberately structured 
to provide ample opportunities for Bumiputras, 
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3. NEP Achievements 


This section of the article evaluates the achievement of NEP with 
respect to both of its objectives, i.e. poverty eradication and em- 
ployment and capital restructuring.’ 

At the start of NEP, there was a total of 791,800 poor households 
in peninsular Malaysia. Rural households accounted for 89 per cent 
and urban households accounted for 11 per cent. By 1983, poor 
households totaled 717,600 which represented a decline by 74,200 
households (9.37 per cent). The reduction in poor households was 
only true for rural areas. Poor households in rural areas declined 
by 86,200 households (or 12.21 per cent) but urban poor house- 
holds increased by 12,000 households (or 13.97 per cent). 

The original targets set out in the Third Malaysia Plan were that 
the total number of poor households would decline to 768,300 
households in 1980 and then to 513,900 households in 1990 (see 
Table 1). It was targeted that there would be an average annual 
reduction of 2,350 poor households during 1970-1980 and 25,440 
poor households during 1980-1990. Based on these targeted average 
annual reductions of poor households, 99,820 households were ex- 
pected to be taken out of poverty during 1970—1983 (23,500 house- 
holds during 1970-1980 and 76,320 households during 1980-1983). 
In fact, over the period, 1970-1983, the actual reduction of poor 
households in peninsular Malaysia was 74,200 households indicating 
a shortfall of 25,620 households. 





Table 1 
Targeted Number of Poor Households in Peninsular Malaysia, 1980 and 1990 
Number of 
Year Poor Households ` 
Actial1 970. odio oats Bataan ean eae a ea alas 791,800 
Targeted 1980.00... cece ce ccc ee ence eee en eee ene 768,300 
Targeted 1990- in ea aeaa ale a Sebi ean a eee 513,900 
Targeted Average Annual Reduction, 1970-1980 .......... 2,350 
Targeted Average Annual Reduction, 1980-1990 .......... 25,440 


Source: Third Malaysia Plan. 


The increasing number of poor households in the urban areas of 
peninsular Malaysia during 1970-1983 could be indicative of a 
transfer of poverty from rural to urban areas given the large internal 
migration during 1970-1980, of which two out of three migrants 
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Table 2 
Internal Migrants in Peninsular Malaysia by Race, 1970-1980 








Race Number % 
Bumiputra ...... peurat ena ater eggs 1,538,000 í 64.5 
Chinese: kennara Ea E irene ood ae - 577,800 24.2 
Jadian eiee ren a ors d deer eeetas es 259,300 10.9 
Others 405: wedded. eh eens saan 10,700 6.4 





Source: Department of Statistics, 1980 Population and Housing Census of 
Malaysia, Vol. I, Table 5.20, p. 82. 


Table 3 
Squatter Population in Selected Urban Areas of Peninsular Malaysia, 1980 





Squatter Total 
Urban Area Population Population (2)/(3) 
(1) (2) (3) (%) 
Kuala Lumpur and Rest of : 

Klang Valley ............... .. 400,000 1,000,000 40 
IPON oreo do Whee Ea YNA 60,000 300,000 20 
Johore Bharu ......-...-..00000: 50,000 200,000 25 
PIAL an he TEE STR ues ok 20,000 67,000 30 

Total. iscais ng ies ash cata es 530,000 1,567,000 33.8 


Source: Khor Kok Peng, “The Housing Crisis and the Fourth Malaysia Plan” 
in K.S. Jomo and R.J. G. Wells, eds, The Fourth Malaysia Plan: 
Economie Perspectives (Kuala Lumpur: Malaysian Economic Associa- 
tion, 1983), p. 144. 


were Bumiputras (see Table 2). There was also sizeable proportion 
of squatters in major urban areas (see Table 3). 

Table 4 shows the sectoral employment shares of various races 
in peninsular Malaysia in 1970 and 1983. It can be seen that there 
has been a substantial improvement in the racial distribution of 
employment in the secondary and tertiary sectors in line with the 
employment restructuring objective. In the secondary sector, the 
employment share of Bumiputras increased from 32.1 per cent in 
1970 to 40.4 per cent in 1983, representing an increase of 8.3 
percentage points. In the tertiary sector their employment share 
increased from 42.6 per cent in 1970 to 50.1 per cent in 1983, 
representing an increase of 7.5 percentage points. Despite this im- 
provement, Bumiputras were still underrepresented in the secondary 
sectors and substantial representation of Bumiputras was still found 
in the primary sector. 
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Table 4 


Employment Restructuring Achievement in Peninsular Malaysia: Sectoral Shares 
by Various Racial Groups, 1970 and 1983 
_(in per cent) 








Bumiputra Chinese Indian Others Total 
Sector 1970 1983 1970 1983 1970 1983 1970 1983 1970 1983 
Primary 676 668 199 18.7 11.5 135 10 1.0 100.0 100.0 
Secondary 32.1 404 58.7 49.7 85 94 07 05 100.0 100.0 
Tertiary 42.6 501 45.5 388 - 10.7 105 1.2 06 100.0 100.0 
Total 42.6 52.7 455 354 10.7 112 12 0.7 100.0 100.0 


Source: Fourth Malaysia Plan, and Federation of Malaysia, Midterm Review of the 
Fourth Malaysia Plan (Kuala Lumpur: Government Printer, 1984). 


In terms of occupational distribution, the share of Bumiputras in 
the professional and technical and service workers occupations con- 
tinued to reflect their share in population. As agricultural workers, 
overrepresentation of Bumiputras was observed. Although the 
majority of the professional and technical workers were Bumiputras, 
a large proportion of them were teachers and nurses in the public 
sector.* Bumiputras still accounted for a low proportion of high 
earning professional jobs although this Proporion increased sub- 
stantially during 1970-1983. 

As far as capital restructuring is concerned, the available data 
indicates that the Bumiputra share in ownership and control of 
corporate stocks increased from 2.4 per cent in 1970 to 18.7 per 
cent in 1983 (see Table 5). If we take 1.5 percentage points as the 
average annual increase of the Bumiputra’s share in total corporate 
shares in order to achieve a target of 30 per cent share by 1990, 
then by 1983 the Bumiputra’s share should have been 19.5 per cent. 

It is interesting to observe that the shares of Bumiputra individuals 
and Bumiputra trust agencies in total corporate share were respec- 
tively 1.6 per cent and 0.8 per cent in 1970, indicating a ratio of 
2.0. In 1983 these shares were respectively 7.6 per cent and 11.1 
per cent, indicating a ratio of 0.68. This shows that the role of 
Bumiputra individuals has declined in owning and controlling cor- 
porate capital and a regressive impact on the country’s income dis- 
tribution pattern has resulted. It was anticipated that in 1990, 
Bumiputra individuals would take up only 5.2 per cent whereas 
Bumiputra trust agencies would account for 24.8 per cent. The ratio 
of these shares. will become 0.21 which indicates that the role of 
Bumiputra individuals in owning and controlling corporate capital 
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Table 5 
Corporate Capital Restructuring Achievement: Shares of Various Groups in 
Corporate Capital, 1970 and 1983 
(in per cent) 








Residents 1970 1983 
Malaysian Residents: 
Bumiputra individuals ..... cc cece cere ewe eee 1.6 7.6 
Bumiputra trust agencies .......e. cece eee eeee 0.8 11.1 
Other Malaysian residents ......seeeseeeeeeee 34.3 47.7 
Foreign Residents .......cececc ces eeeececeveee 63.3 33.6 
Total aun aad bate Cn A a eee eke aoe a 100.0 100.0 





Source: Third Malaysia Plan, and Federation of Malaysia, op. cit. 


will be much less. 

The National Unit Trust Scheme known as the Amanah Saham 
Nasional (ASN) was launched in 1981 as a major vehicle for imple- 
menting the transfer of corporate assets held under trusteeship to 
Bumiputra individuals, especially those in low income groups. Par- 
ticipation in the ASN scheme rests entirely on the ability-to-pay 
principle. This is a major barrier to most members of the Bumiputra 
community and runs counter to the subsidy method of financing 
corporate capital restructuring originally launched under the trus- 
teeship. This principle seems of odds with the original idea of 
trusteeship in the name of the Bumiputra community. 

The ability-to-pay principle of ASN has effectively reduced the 
degree of participation in this scheme. For example, by January 
1984, only 31.9 per cent of the eligible Bumiputra population of 
4.65 million had participated in ASN, with an average value per 
unitholder of $857 (see Table 6). 

This table also shows that redemptions up to the end of January, 
1984 amounted to about 20 per cent of the cumulative investments 


Table 6 
Participation in the National Unit Trust Scheme 


Eligible Bumiputra Investors (number) ........eccceeeeceeceeeees 4,647,309 
Unitholders as at End-January, 1984 (number) ........ceeeeeeeeee 1,482,396 
Participation Rate as at End-January, 1984 (%) ....sceeeescceeees 31.9 
Total Cumulative Investment as at End-January, 1984 (million $) .... 1,269.7 
Total Cumulative Redemption as at End-January, 1984 (million $) ... 246.9 
Average Value of Investment per Participant ($) .........eeeeeeeee 847.00 





Source: Amanah Saham Nasional Berhad. 
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and these are typically from small investors who cash in to meet 
their current needs. By so doing, these small investors suffered capi- 
tal loss but cross-subsidized others. 


4. Conclusions 


Finally, in evaluating the achievement of NEP at the national 
level, we deduce some. inferences concerning interethnic and intra- 
ethnic income disparities. Data in Tables 7 and 8, computed from 
evidence contained in Midterm Review of the Fourth Malaysia 
Plan, summaries interracial and intra-racial income disparities. 

As regards interracial income disparities (Table 7), it is noted 
that while Bumiputras are still behind the Chinese, Indians and — 
others, on the basis of the median household income, the disparity 
has gradually narrowed. In 1970, the ratio of Chinese to Bumiputra 
median household income in peninsular Malaysia was 2.23, but in 
1979 it was reduced to 1.90. The Indian/Bumiputra ratio also de- 
clined but at a much slower pace, from 1.62 in 1970 to 1.59 in 1979. 
‘The others/Bumiputra ratio fell from 2.08 in 1970 to 1.68 in 1979. 
‘These trends suggest that, while there is still some way to go before 
interracial income disparities are entirely eliminated, significant 
progress has, nevertheless, been achieved since 1970. 


Table 7 
Interracial Income Disparity Trends in Peninsular Malaysia, 1970-1980 


Ratio of Median 








Races Household Incomes 
i 1970 -1979 
Chinese/Bumiputra .......0e000e0eee rani uerai TIS 1.90 
Indian/Bumiputra ....ssessssssaneronnessverss 1.62 1.59 
Others/Bumiputra ....nassersssseressnsenssena 2.08 1.68 


Source: Computed from Tables 3-8 in Federation of Malaysia, op. cit. 


_ If data in Table 8 is examined a new form of income disparity 
is discernible, viz., increases in intra-racial income disparities with 
respect to Bumiputras, Chinese and others, These trends indicate 
that the richer members of these communities became richer much 
faster than other members. Of the three races which experienced 
an increase in intra-racial income disparity, the differentials in- 
creased most rapidly among Bumiputras,. the main target group of 


S. Arief and R. J.G. Wells s'y 


Table 8 
Intra-Racial Income Disparity Trends in Peninsular Malaysia, 1970-1979 





Ratio of Mean to Median 





Race Household Income 
1970 “1979 
Bumiputra see e Weve saree A aE Mba wee EAA 1.43 1.50 
Chinese irasa Told orci dina agree E ESOO RE ES ee ate bd 1.47 F 1.51 
Indian sits a eae ov hoe eed oak tae 1.57 1.45 
Others. urone Sheek da iea wars Es eee Kaas CORS 3.46 


Source: Computed from Table 3-8 in Federation of Malaysia, op. cit. 


NEP. 

‘Increasing income disparity within Bumiputras is contrary to the 
objectives of NEP. Neither employment nor capital restructuring 
policies were intended as tools of wealth concentration for the bene- 
fits of a small group of Bumiputras. The objectives were to promote. 
a balanced development within the Bumiputra community, yet the 
evidence is suggestive of growing imbalances which illustrates the 
difficulties the country still faces in achieving the twin goals of NEP 
of poverty eradication and societal restructuring. Some progress has. 
undoubtedly been made but in the process new problems have 
emerged which still require resolution. Poverty eradication and 
societal restructuring in a complex, multiracial country such as. 
Malaysia are far from easy tasks, 


NOTES 


1 A rigorous analysis of poverty in Malaysia is to be found in Sudhir Anand, In- 
equality and Poverty in Malaysia: Measurement and Decomposition (New York: Oxford. 
University Press, 1982). i 

2 Federation of Malaysia, The Industrial Coordination Act, 1975. 

3 A detailed analysis of inequality and related aspects in Malaysia is contained in 
D.R. Snodgrass, Inequality and Economic Development in Malaysia (Kuala Lumpur: 
Oxford University Press, 1980). 

+ Federation of Malaysia, Midterm Review of the Fourth Malaysia Plan (Kuala 
Lumpur: Government Printer, 1984), p. 97. 


INDIA’S TRADE 
RELATIONS WITH 
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y NDIA was faced with a number of problems like other Third 
World countries on the eve of independence, economic back- 
wardness being one of the most important. To overcome 

this problem, a planned program of economic development was 
launched. Development of heavy and key industries in public sector 
became a feature of India’s industrial policy. To finance this massive 
program of economic development, the government of India took 
Many measures to augment its internal and external resources. For- 
eign trade, thus, became vital. Accordingly, the-Indian government 
‘took several institutional and noninstitutional measures to increase 
the capacity for essential imports by increasing exports. In this 
process India, which had been dealing essentially with the West 
and a few neighbors, began to pay attention to nontraditional 
markets like the Soviet Union. Since then trade between India and 
the Soviet Union has been increasing steadily. 

In this context, it is said in many instances that the world’s so- 
called big powers—the U.S., the U.S.S.R., the U.K., France and 
‘China—are not keenly interested in the progress of the Third World 
countries through their ties. Naturally, the question arises whether 
the Soviet Union which has been called a protagonist of Third 
‘World countries is also of this persuasion? 

The objectives of this article are to find out: (i) What is the 
experience of India’s trade relations with the Soviet Union? and 
(ii) what are the lessons that the Third World countries can learn 
from this experience? 

In 1959, a payment clause was introduced through which all 
commercial and noncommercial payments between India and the 
Soviet Union would be made in Indian rupee. Since then India 
and the Soviet Union have been trading under this system. The 
objectives of this arrangement are as follows:' 

(i) Opening up direct trade contacts with the Soviet Union. 
(ii) Obtaining goods and industrial raw materials without ad- 
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ditional burden on foreign exchange resources of converti- 
ble currencies. 


(iii) Stabilizing the prices of traditional exports. 

(iv) Utilizing imports for automatic expansion of exports. 
(v) Reducing overdependence on traditional export markets. 
(vi) Opening up markets for nontraditional exports. 


The essence of these objectives is to create an additional market 
for India’s exports. 

The analysis of the bilateral trade and payment agreement with 
the Soviet Union shows (Table 1) that some part of India’s exports 
of traditional commodities to the Soviet Union is export diversion 
which accounted for Rs. 30.05 crores during the period, 1960/61 
to 1979/80, though it is not a significant part of India’s exports. 


Table 1 
Export Addition and Export Diversion of India’s Traditional 
Commodities to the Soviet Union 





India’s Exports of | Estimated Exports Diversion 
Traditional Commodi- Addition to the Soviet Union 
ties to the Rest of as a percentage of India’s 


India’s Exports of Tradi- 
tional Commodities to 





Year the Soviet Union the World exports of Sartre com- 
Value Annual slut Annual] eee MM 
wth rate rowth I rcentage Total value 
(Rs. crores) 87° (9) (Rs. crores) Soe) ene (Rs. Feo 
1960/61 18.63 — 281.68 = _ — 
1961/62 20.38 9.39 284.55 1.02 —8.37 — 39 
1962/63 23.85 17.03 301.75 6.04 — 10.99 — 2.27 
1963/64 33.58 40.8 294.8 — 2.29 — 43.09 — 1.20 
1964/65 54.47 62.21 299.47 1.58 — 60.63 — 15.50 
1965/66 61.43 12.73 306.99 2.51 —10.27 — 1.49 
1966/67 65.08 5.94 413.97 34,85: + 28.91 +31.90 
1967/68 90.49 39.04 520.82 25.81 -= 13.23 — 17.50 
1968/69 100.36 10.91 491.58 — 5.61 -— 16.52 — 36 
1969/70 117.61 17.19 430.58 — 12.41 — 29.6 — 73 
1970/71 114.54 —2,4 471.57 9.52 + 11.92 +4.52 
1971/72 143.83 25.57 608.22 28.98 +3.41 +5.66 
1972/73 202.56 40.83 560.65 — 7.82 — 48.65 — 5.43 
1973/74 200.0 — 1.26 571.93 2.01 +3.27 + .28 
1974/75 303.8 51.9 727.1 27.13 ~— 24.77 — 69.54 
1975/76 261.5 — 13.92 800.29 10.07 -+23.99 +7.41 
1976/77 253.83 — 2.93 873.01 9.09 -+ 12.02 +7.82 
1977/78 413.05 62.73 1,251.36 43.34 — 19.39 — 104.23 
1978/79 366.87 —11.8 1,008.58 — 19.40 —7.6 — 2.97 


1979/80 367.02 041 1,376.13 36.44 + 36.39 + 133,81 





Negative values represent export diversion to the Soviet Union. 
Positive values represent export addition to the Soviet Union. 
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Counter-cyclic fluctuations of India’s exports to the Soviet Union 
have also been noted (Table 2) more in comparison with the rest 
of the world market which is harmful for India’s export planning. 

This may be one indicator of the Soviet Union’s involvement in 
switch trade (reexport of Indian goods to other markets). More- 
over, these fluctuations may disrupt India’s export planning. 


Table 2 S : 


The Rate of Growth of India’s Exports to the Soviet Union 
vis-à-vis the Rest of the World 








India’s Exports to ia’ 
Soviet Union oe ee Wei Total shat e of the 
- ‘India’s oviet Union 
Year Values Annual Value Annual Exports 7 a pols 
(Rs. crores) ow (Rs. crores) par (Rs. crores) (%)} 
1960/61 28.81 — 613.19 — 642 4.49 
1961/62 32.21 11.80 647.49 5.59 661 4.87 
1962/63 38.25 _ 18.75; 675.35 4.30 685 7.30 
1963/64 ` 52.10 | 36.21 7411 9.73 793 6.60 
1964/65 . 77.92, 49.56 738.38 —0.37 816 > 9.55 
1960/61 to 1964/65 (annual average change) : 
` 45.86 22.02 683.10 3.78 719 6.56 
1965/66 92.89 19.21 712.71 —3.48 806 11.52 
1966/67 122.27 31.63 1,034.33 45.13- 1,095 >- 11.17 
1967/68 120.51 — 1.44 1,078.19 4.24 1,199 10.05 
1968/69 148.31 23.07 1,210.19 12.24 1,358 10.92 
1969/70 176.37 18.92 1,236.93 2.21 1,413 12.48 
1965/66 to 1969/70 (annual average change) 
132.07 13.68 1,054.47 11.66 1,174 11.23 
1970/71 208.85 18.42 | 1,326.25 7.22 1,535 13.60 
1971/72 ` 208.70 — 0.07 1,399.5 5.52 1,608 12.98 
1972/73 304.82 46.06 1,665.98 19.04 1,971 15.47 
1973/74 286.02 . —6.17 2,237.38 34.3 | 2,523 11.34 
1974/75 418.7 46.20 2,910.63 30.09 3,329 12.56 
1970/71 to 1974/75 (annual average change) 
285.42 14.92 1,907.95 17.02 2,193.2 13.2 
1975/76 412.80. —1.28 3,630.0 24.71 4,043 10.21 
1976/77 453.81 9.93 4,688.49 29.16 5,146 8.82 
1977/78 660.04 45.44 4,747.86 1.27 5,404 12.21 
1978/79 410.59 — 37.80 5,315.71 11.96 5,726 7.17 
1979/80 638.23 55.44 8,520.57 9.5 6,459 9.88 
1975/76 to 1979/80 (annual average change) .. 
515.09 4.53 4,840.53 9.90 5,355.6 9.67 
1980/81 1,226.29 92.14 5,482.51 —5.81 6,709 18.28 
1981/82 1,504.89 22.72 6,291.29 14.75 7,796 19.30 
1980/81 to 1981/82 (annual average’ change) P 
1,365.59 10.75 5,886.9 7.12 7,252.5 18.79 


re sieleietinnnnenenangn EERE OesnnEnnIDIEREEEEememmmeneneamneneel 
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On the one hand, India has been facing the problem of a con- 
tinuing trade. deficit with the world and, on the other hand, she has 
continued her trade surplus with the Soviet Union. During the ten 
year period, 1972/73 to 1981/82, India utilized various Soviet 
credits (including a wheat loan), and the rouble balances accumu- 
lated by India during this period have been estimated at around 
Rs. 1,500 crores (Rs. 1,000 crores of trade surplus plus Rs. 500 crores 
of Soviet credit utilized). Thus, in effect, India has been extending 
substantial net credit to the Soviet Union rather than availing itself 
of Soviet credit. The continuous increasing trade surplus with the 
Soviet Union has assumed such proportions that it cannot be elimi- 
nated without adverse effects on the trade relations between the 
two countries.’ 


TRADITIONAL EXPORTS 


India’s major traditional export commodities to the Soviet Union 
are tea, coffee, pepper, tobacco unmanufactured, cashew kernel, 
jute manufactured, mica, etc. These commodities have played a 
major role in India’s exports to the Soviet Union. However, their 
share in exports have gradually been reduced from 64.09 per cent 
in 1960/61 to 42.25 per cent in 1979/80. The nontraditional export 
commodities to the Soviet Union are leather manufactured, engi- 
neering goods, medical and pharmaceutical products, iron and steel, 
footwear, etc. The share of nontraditional export commodities to 
the Soviet Union has increased from 4.23 per cent in 1960/61 to 
25.54 per cent in 1978/79 and 19.49 per cent in 1979/80 though 
this increase is not very significant. 

In the 1950s and 1960s, the Soviet Union was a big source of 
India’s machinery imports. But in the recent years, the share of 
Soviet machinery in India’s imports has been reduced from 19.85 
per cent in 1960/61 and 64 per cent in 1965/66 to 2.35 per cent in 
1979/80. This is due to a high degree of India’s self-sufficiency in 
capital goods and the recent changes in India’s development and 
trade policies. The share of imports of other commodities, such as 
chemical elements and compounds, fertilizers, iron and steel, cop- 
per, zinc and newsprint paper, has declined from 42.03 per cent in 
1960/61 and 15.17 per cent in 1965/66 to 4.14 per cent in 1979/80. 
In general, the Soviet Union and other East European countries 
hesitate to sell such commodities to bilateral clearing agreement 
partners, because they can earn hard currency from such com- 
modities elsewhere. 
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The analysis of export and import prices and terms of trade 
reveal (Table 3) that India has got a slightly higher unit export 
price from the Soviet Union during the period, 1960/61 to 1971/72, 
but in the later years, 1972/73 to 1979/80, India has obtained a 
slightly lower export unit price in comparison with the rest of the 
world. On the other hand during the entire period of the study, 
1960/61 to 1979/80, India has paid a slightly higher unit price 
for imports from the Soviet Union in comparison with the rest of 
the world. Consequently, in later years of the study, 1972/73 to 
1979/80, terms of trade with the Soviet Union in comparison with 


Table 3 


India’s Export-Import Unit Value* and Terms of Trade Index Numbers 
with the Soviet Union vis-a-vis Rest of the World 





Export Unit Value Import Unit Value Net Terms of 
Index Number Index Number Trade 
Year 

Soviet Rest of Soviet Rest of Soviet Rest of 

Union the World Union the World Union the World 
1960/61 100.00 100.00 100.00 100.00 100.00 100.00 
1961/62 94.38 92.86 170.86 90.45 55.24 102.66 
1962/63 97.33 90.56 96.73 96.37 100.62 93.97 
1963/64 101.88 91.57 96.62 100.37 105.44 91.23 
1964/65 103.85 100.61 118.63 104.65 87.54 96.14 
1965/66 100.00 100.00 100.00 100.00 100.00 100.00 
1966/67 195.59 168.49 182.21 161.17 107.34 104.54 
1967/68 190.51 161.05 201.39 168.46 94.60 95.60 
1968/69 177.58 168.68 174.88 149.84 101.54 112.57 
1969/70 188.11 169.43 177,00 146.97 106.28 115.28 
1970/71 203.01 186.71 186.35 168.04 108.94 112.30 
1971/72 204.71 183.45 203.75 153.71 100.47 119.35 
1972/73 100.00 100.00 100.00 - 100.00 100.00 100.00 
1973/74 135.68 116.34 160.83 166.25 84.36 69.98 
1974/75 160.27 142.38 264.78 234.88 60.53 60.62 
1975/76 162.43 164.61 324.67 246.66 50.03 66.73 
1976/77 194.67 215.61 277.98 322.17 70.03 66.92 
1977/78 261.57 271.86 340.45 288.95 76.83 94.08 
1978/79 235.68 240.44 308.64 269.95 76.36 89.07 
1979/80 228.93 255.27. 280.43 284.34 81.63 89.78 
Average 
1961/65 99.49 95.12 116.57 98.37 85.35 96.70 
1965/72 179.93 162.83 175.08 149.74 102.77 108.74 
1972/80 184.90 188.31 257.22 239.15 74.97 79.65 





* Unit value index numbers have been calculated as below: 
Unit value index numbers 


3 Unit value index number of various commodities in respective years 





Number of commodities in the respective years 
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the rest of the world have been more unfavorable. 

The Soviet Union has established the dollar value of the rouble 
in terms of the rouble’s relative purchasing power, but she has not 
shown the same readiness in pursuing this logic in relation to the: 
currencies of her trading partners in the Third World. It is alleged. 
that through this discriminatory system the Soviet Union has been 
taking full advantage of the considerable undervaluation of the: 
Third World currencies, particularly the Indian rupee, imposed by 
Western countries and international agencies.* Through the under- 
valued Third World currencies, the Soviet Union has been taking 
full advantage on the basis of the inflated value of rouble. It is said 
that the Indian rupee in terms of' rouble in the black market ex- 
ceeded the official rate by more than 50 or 60 per cent.’ 

Foreign trade is managed in the Soviet Union on the basis of a 
State monopoly. About 60 foreign trade corporations are engaged 
in trade activities. It is said that these corporations are getting 
advantages through their monopoly positions in buying and selling. 
Moréover, in case of Indo-Soviet trade, Soviet foreign trade corpo- 
rations prefer to buy goods through. private parties in India to get 
profits through their monopoly buying position, instead of opting 
for the State Trading Corporation (STC) or to its subsidiaries. 

Though little progress—one aluminum plant and a conversion 
deal in cotton—has been made in the direction of production co- 
operation between India and the Soviet Union, yet among countries 
of the Council for Mutual Economic Assistance (COMECON) and 
the West, remarkable progress has been made. According to an esti- 
mate, more than 60 such projects are under construction within 
the framework of production agreements concluded between the 
Soviet Union and Western Couns Negotiations are also under- 
way on some new agreements.® 


LESSONS FOR THE THIRD WORLD 


India’s experience in trade relations with the Soviet Union may 
prove very useful for especially newly liberated countries or other 
Third World countries whose relations with the Soviet Union are 
not in a very important position. Here, on the basis of Indo-Soviet 
trade, we attempt to find out what are the lessons that other ‘Third 
World countries can learn? 

Barter trade with the Soviet Union may prove beneficial in the 
initial stage of development to .other Third World countries. 
Through. this system, Third World countries may create an addi- 
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tional market for their exports and in exchange they may import 

machinery and technical know-how from the Soviet Union for re- 

construction of their economies. India has established about 80 proj- 

ects under this arrangement. However, in the later stage barter 

trade may prove unbeneficial because of the following reasons: 
(i) Possible export diversion by the Soviet Union. 

(ii) The Soviet Union can get profits by reexport of Third 

World countries’ products to the West to earn hard 

‘currency, In the Algiers meeting of Group of 77 of the 

‘United Nations Conference on Trade and Development 

(UNCTAD) as well as the Lima meeting, .this issue of 

` ‘reexport was raised. In Algiers; it was specifically re- 

quested that socialist countries should refrain from re- 

exporting the goods ee from the developing coun- 
tries concerned.’ 

(iii) Imbalances in trade may create a problem especially in 
view of changing needs of the economy. Moreover, at the 
stage of development when the economy needs inter- 
mediate goods, the Soviets may hesitate to sell these items 
under a clearing agreement because they can earn hard 
currency by selling them in the world market. This is now 
happening with India. 

At the time of increasing trade with the Soviet Union, the Third 
World countries should be very cautious in balancing the trade. As 
‘we have seen, the major hindrance for further growth of Indo- 
Soviet trade in recent times is the “trade imbalance.” The Third 
‘World countries should pay equal attention to the increase of im- 
ports at the time of increasing their exports with the Soviet Union 
‘under a clearing agreement. 

Governments of the Third World countries should also keep a 
‘watch on whether goods of superior quality are sold to the Soviet 
market. Consequently, exportable surplus of inferior quality should 
be sold to other markets. 

' In addition, care should be taken that one or several products 
should not be wholly dependent on the Soviet market because Soviet 
buying or selling decisions may change suddenly. Many export 
‘units in India in 1983 which are wholly dependent on the Soviet 
market have been closed out of the trade due to a sudden change 
of Soviet demand. In the first half of 1983, the Soviet Union also 
reduced imports from India by Rub. 200 million or by 27 per cent 
as compared to the level of imports registered during the corre- 
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sponding period of 1982.8 

After getting a foothold in eee market, the Soviets began 
charging higher prices for their exports and paying lower prices for 
their imports. Therefore, excessive dependence on the Soviets is not 
beneficial to the Third World countries. 

Third World countries should keep a watch on exchange rates 
especially when their trade is negotiated in terms of their own cur- 
rencies, because the Soviets are taking full advantage of the con- 
siderable undervaluation of the Third World currencies. 

Governments of Third World countries should check to see 
whether Soviet foreign trade organizations are getting profits 
through their monopolistic buying and selling position. What effects. 
of large-scale buying activities of the Soviet trade organizations on 
the domestic price level also should be watched. 

Third World countries can increase economic cooperation with 
thé Soviet Union on the basis of production cooperation in the form 
of transfer of technology, subcontracting, joint production, mixed 
companies, etc. It should be decided very carefully what are the 
areas, and where such type of collaboration may be possible on a 
mutual benefit basis. _ 

The Indian National Congress-I won a landslide victory in the 
India’s general election of December 1984 and a new government 
was installed under the leadership of Rajiv Gandhi. Prime Minister 
Gandhi has made commitments and efforts in the direction of 
modernization of India, especially new incentives for.development 
of the private sector, including some relaxation for multinational 
companies. In the light of existing difficulties of barter trade with 
the Soviet Union, Moscow will certainly compel the new govern- 
ment to rationalize the policy of barter trade with it. In coming 
years, Indo-Soviet trade, especially collaboration with the Soviet 
Union in the industrial sector of India, may also decrease under 
the restricted and selective policy of modernization of industries in 
the public sector and the new assignment for the role of the private 
sector as a pacesetter for the future rapid development of India. 

The study of Indo-Soviet trade has revealed that different aspects 
of it are being adversely affected by the existing system of barter 
trade. Initially barter trade stimulated Indo-Soviet trade, but due 
to some changes in Indian economy and its requirements and the 
Soviet hesitation to sell goods to India, the growth of imports from 
the Soviet Union has slowed down. Consequently, the growth of 
India’s exports and imports with the Soviet Union have slowed 
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down in comparison with the rest of the world, though during the 
period, 1979/80 to 1982/83, India’s exports to the Soviet Union 
increased considerably due to certain ae of the Soviet 
economy. 

‘These important lessons to the Third World countries on the basis 
of India’s experience can be beneficial to policymakers, planners 
and traders of the Third World countries who are involved in trade 
‘with the Soviet Union. 
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ARAB OIL: NEW WEALTH, 
NEW POWER 


By Sheikh R. Ali 


Co Aa 





UCH has been written and said, correctly and incorrectly, 
about the influence of Arab oil on the Arab-Israeli con- 
flict in particular and on world politics in general. The 

supposition that Arab oil power can and will influence the United 
‘States to accept Arab territorial demands and impose them on Israel 
is based largely on the assumption that the Arabs are in a position 
to wage economic warfare on the United States and its allies with 
success, This assumption is derived from the apparent effects of the 
1973-1974 Arab oil embargo. The diplomatic intervention by the 
United States and the shape of the two Sinai Agreements prove the 
‘efficacy of the Arab oil weapon potential. 

The experience of the oil embargo continues to have a great 
impact on strategic thinking. It is therefore vitally important that 
it should be subjected to careful study if policymakers are to judge 
the variables which may or may not contribute to resolving the 
Arab-Israeli differences. 

A review of the intra-Arab dialogue before, during and after the 
embargo shows that political realities in the Arab world—par- 
ticularly the rivalry between progressive and conservative govern- 
‘ments—doomed the oil weapon from the start. In the analysis of the 
application of the embargo, it is evident that the Western multina- 
‘tional oil companies were able to insulate the impact of the embargo 
from its principal target. 

Oil produced in the Arab world is critical to the needs of the 
industrialized nations of the world. Oil is the key energy source that 
fuels their economic growth. This dependency on Arab oil will 
intensify unless the United States and the other industrialized na- 
tions commit sizable expenditures over the next several decades to 
revamp energy-consuming infrastructures or find alternative sources 
of oil. 

The current world demand for oil amounts to about 20 billion 
barrels annually. The United States alone consumes over one-fourth 
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of this amount. The capacity of the Arab countries to supply a sig- 
nificant part of the world’s oil requirement is due to a unique 
geology which has endowed the area with a large concentration of 
giant and supergiant oil fields. The Arab countries have about 333 
billion barrels of oil reserves, or about 52 per cent of the world’s 
total! The economic power, inherent in such a concentration of a 
most vital resource in a small region of the world, creates a great 
deal of political power. “The essence of the Arab oil power,” as 
viewed by a Saudi government official, “is based on the simple eco- 
nomic truth of the law of supply and demand, and is ultimately 
dependent on the commercial relations between the oil producers 
and consumers.” 

It is difficult to find in Arab oil anything of “Arabness” but the 
name. What we call “Arab” oil is rather Saudi, Kuwaiti, Libyan or 
Iraqi oil. In other words, when it comes to oil, the local identity 
prevails over that of Arab unity. This is better reflected in the so- 
cial and economic situation of the different countries belonging to 
the Arab family. For. instance, while the United Arab Emirates 
(U.A.E.) enjoy a per capita income of no less than U.S.$70,000, 
one of its neighbors—South Yemen—has a per capita income of 
less than U.S.$200. Further, if the Arab Middle East is taken as a 
unit, the per capita income is less than U.S.$800, hardly com- 
parable to southern Europe or even Israel, let lone the United 
‘States, Canada and Western Europe.’ 

What is true for any assumed Pan-Arab Aietes, of oil is 
also true for the wealth derived from it. In this vein, it is instruc- 
tive to note that Saudi Arabia, Kuwait, Qatar and. the U.A.E. 
-(which have less than eight per cent of the Arab: population). col- 
lect no less than 70 per cent of the oil-revenue. The majority of this 
surplus is not invested in the Arab world, but: rather in Western 
markets, It is equally instructive to note that while there appears 
to be tremendous Arab reserves of hard currency, many of the Arab 
states continue to receive foreign aid and are. in urgent need of for- 
eign exchange. - 

Thus,.the apparently huge soli. of petrodollars: is not really 
of that great. a benefit to the Arab world:.as a whole, but rather to 
a number of the major producers individually. Even oil-producing 
states like Libya, Iraq and -Algeria “do. not enjoy large. reserves of 
foreign exchange. 

In the case of Saudi-Arabia, its huge. reserves:are lessa relearn 
of great national wealth than of ari :éxtremëly limited capacity. tò 
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absorb its petrodollars. The limited absorptive capacity is, in turn, 
a reflection of what remains a backward economy. The level of 
economic development in the producing countries, or rather, the 
lack of economic development prior to 1973-1974, can be attributed 
to several factors, one of which was the historically low prices of oil 
on the world market. Prior to the rapid price increases following 
the Arab oil embargo, a poor educational base, lack of economic 
foresight, disinterested planning, a lack of national resources other 
than oil, childish state spending patterns and an overall lack of 
investment capital combined to produce an. extremely low level of 
economic development. Thus, in one important respect, the national 
wealth which the foreign exchange surpluses seem to indicate is 
largely illusory: As stated above, the Arab nations’ petrodollar re- 
serves are a reflection of a low stage of development rather than an 
arbitrary and unrealistic oil price system. 

The Organization of Arab Petroleum Exporting Countries 
(OAPEC) earnings are not being used to benefit the Arab people 
to the greatest extent possible, while the importance of petrodollars 
in inter-Arab politics is significant. Hans Morgenthau maintained 
that “international politics, like all politics, is a struggle for power." 
Further, Morgenthau stated that there are several components 
which combine to generate power, not the least of which is economic 
or financial policy, Accordingly, economic and financial policy in 
international relations “must be judged primarily from the point of 
view of their contribution to national power.” If Morgenthau is 
correct and his perspective valid, then it is difficult to escape the 
conclusion that Arab wealth, particularly Saudi Arabia’s, has pro- 
vided some states with an extraordinary degree of power in inter- 
Arab politics. In fact, Saudi Arabia’s financial powers have tilted 
the balance between conservative and radical states in favor of the 
conservative bloc. 


PAN-ARAB MOVEMENT 


When Egypt’s late president Gamal Abdel Nasser assumed power 
in 1952, the Pan-Arab movement was revived. Consequently, a 
rivalry developed between the Egyptian-led radical bloc and the 
conservative bloc led by Saudi Arabia. By 1958, several develop- 
ments seemed to indicate that the radical movement would eventu- 
ally prevail. Egypt and Syria were united in 1958, the Iraqi mon- 
archy was overthrown, and there was civil unrest in Jordan and a 
civil war in Lebanon. Only with British intervention in Jordan and 
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U.S. intervention in Lebanon could the conservative regimes man- 
age to maintain control and curtail the radicals. 

Although the Egyptian-Syrian union was destroyed in 1961 by a 
Syrian military coup, Egypt continued to follow the path of an Arab 
Socialist ideology as the basis of its foreign and domestic policies. 
Cairo continued as the meeting place for Arab revolutionaries as 
Egypt maintained its ideological leadership in the Arab world. The 
major tenet of Arab Socialism preached by Nasser and broadcast 
by the “Voice of the Arabs” was the removal of all vestiges of for- 
eign control from the Arab world. 

As much as Arab revolutionaries looked to Cairo as their ide- 
ological homeland and capital, the conservatives perceived Egypt 
as the evil power which subsidized the forces of unrest and political 
instability throughout the Arab world. When, in 1962, Nasser dis- 
patched Egyptian troops to Yemen to aid revolutionary forces, the 
conservatives’ fears increased geometrically as the Egyptian expedi- 
tion seemed to hasten in a new era of Arab radicalism. 

According to Malcolm H. Kerr, Nasser “had seized on. the rev- 
olution in Yemen in 1962 as an opportunity ... to regain the initia- 
tive in Arab affairs on the basis of revolutionary leadership.”* In 
response, the conservative seized upon Yemen first as a means to tie 
Nasser’s hands: and then to defeat him and strengthen their ide- 
ology. In short, Yemen became the arena for a battle for ascendency 
in Arab politics. , 

For Nasser, success in Yemen meant gaining an ideological foot- 
hold on the traditionally conservative Arabian Peninsula, an event 
which would significantly advance the Arab revolutionary cause. 
Accordingly, thé leader of the conservative bloc, Saudi Arabia, 
sought with all its resources to deny Nasser success. Because Saudi 
Arabia’s limitéd military capability made it impossible to intervene 
directly, King Faisal was compelled to wage an indirect and cheap 
war for the forces of conservatism. Saudi Arabia committed money 
and military hardware to the Yemeni royalists, while the latter in. 
turn fought alone for the continued existence and on behalf of the 
conservatives. 

The eventual victory of the conservatives in Yemen was not re- 
ally a military defeat for the Egyptians, but rather the result of a 
standoff. Because Nasser could not produce a definitive Republican 
success, given the time and material he had committed, it was neces- 
sary for him to learn to live with Saudi Arabia. The agreement 
which Nasser and Faisal reached in Jedda on August 24, 1965, may 
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be said to have been the first of a series of compromises which. 
eventually removed Egypt from the revolutionary bloc and paved. 
the way for Saudi Arabia’s ascendency in the Arab World. 

Given the outcome of the Yemeni civil war, Egypt’s devastating 
defeat in the 1967 Arab-Israeli War and its subsequent economic 
dependence on the conservative bloc’ effectively formalized the 
deradicalization of the Egyptian regime’s Arab policy. More im- 
portant, Egypt’s defeat signaled the ascendency of the conservatives. 
In the months following the June War, Egypt’s role in Arab politics: 
was altered significantly. Heretofore, the leader of the radical bloc, 
Egypt, henceforth became the mediator between the conservative 
and revolutionary states. This trend was initially noticeable as a 
result of a growing rift between Egypt on the one hand and Syria and. 
Iraq on the other in the aftermath of the war. Both Syria and Iraq 
not only refused to recognize United Nations (U.N.) Resolution 
242, but also condemned it. Egypt and Jordan, by comparison, took 
a giant step away from the revolutionary bloc by accepting Resolu- 
tion 242, a decision which implicitly recognized Israel’s right to: 
exist as an independent and sovereign state. As a consequence, both 
revolutionary Egypt and reactionary Jordan coordinated their 
policies during Gunnar Jarring’s Middle East mission.’ Syria not 
only refused to cooperate with Jarring, but also refused to accept a 
conservative subsidy by not attending the Khartoum summit. 

Egypt’s departure from the Arab radicals’ ranks was further con- 
firmed by its reaction to the eruption of fighting between Palestinian 
guerrillas and the Jordanian Army in September 1970. Not only 
did Egypt refuse to intervene on behalf of the Palestinian Resistance 
forces, it also failed to undertake a mediator’s role until the Jor- 
danian Army had beaten the Palestinian forces decisively, Egypt’s 
role in the Palestinian-Jordanian fighting contributed to a large 
extent to the end of a radical influence in Jordan, 

In summary, there have been many incidents since Egypt’s defeat 
in 1967 which reflect its deradicalization. The watershed in Egypt’s 
political shift was, of course, “when Saudi Arabia’s income... (be- 
came) essential to Egypt for its recovery from defeat.” Despite the 
Saudi’s suspicion of Nasser, the traditional feuds between the mon- 
archist Saudis and socialist Egypt were laid aside. The series of con- 
servative Egyptian compromises in turn reflected a trend in which 
Egypt and Saudi Arabia found it mutually beneficial to coordinate 
their policies. 
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RISING POWER OF SAUDI ARABIA 


With Anwar Sadat’s assumption of Egypt’s presidency, Egypt’s 
need for the conservatives’ economic support and Sadat’s need for 
Saudi political support became even greater. Sadat enjoyed neither 
the prestige nor the influence of Nasser. He lacked Nasser’s charis- 
matic leadership, a quality which had enabled Nasser to surmount 
political crises and to outlive his own mistakes. However, Sadat’s 
beliefs about the Arab-Israeli conflict and the means to resolve it 
were quite similar to Saudi Arabia’s King Faisal. Since both heads 
of state believed the U.S. role was crucial to ending the Middle East 
conflict, two factors combined to establish a loosely defined alliance. 

First, Faisal needed Egypt’s political dependence if Saudi Ara- 
bian policy was to gain ascendency in the Arab world. Despite the 
failure of the union with Syria, the embarrassment in Yemen, the 
debacle in 1967 and Nasser’s death, Egypt in 1970 was still the 
traditional leader of Arab politics. Nasser’s political legacy and his 
memory were very much alive. Sadat, on the other hand, needed 
Saudi financial support to fund his fledgling government’s domestic 
programs. Thus, the political-economic interdependence made it 
possible for Saudi Arabia and Egypt to reach something of a “meet- 
ing of the minds.” 

This is not meant to imply that the convergence of Egyptian and 
Saudi policy took place overnight. For one thing, Faisal continued 
to be suspicious of the Egyptian socialist tradition and the large 
Soviet presence, both of which were potential threats to Arab con- 
servatism, Likewise, Sadat had to be cautious because of the legacy 
he lived under and Egypt’s traditional socialist identification. Thus, 
Sadat was compelled to pay lip service, at the very least, to the idea 
of continuity. 

Accordingly, Sadat began his regime with an indirect and gradual 
disavowal of the Nasser legacy. In practice, Sadat’s shift took the 
form of de-emphasizing socialist ideology and Pan-Arabism, lessen- 
ing government control over economic activity and opening Egypt’s 
market to Western goods and investments. By July 1972, the time 
was ripe for Sadat to set out on a course dictated by the new politi- 
cal realities. Only one year after signing a Treaty of Friendship 
and Cooperation with the Soviet Union, Sadat expelled Soviet ad- 
visors and military personnel.” Simultaneously, Sadat imprisoned 
several prominent Nasserites (Ali Sabri, Sharaoui Gumea and Gen- 
eral Mohammed Fawzi) and dismissed several important ones 
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(Mohamed H. Heikal and Hussain al-Shafei). Following this purge, 
Sadat freed many of Nasser’s political enemies, including General 
Nagib and the twin brothers, Ali and Mustafa Amin.” 

In international relations, Sadat repudiated the Nasserist legacy 
by abandoning the leadership of the non-aligned Third World and 
the position of militant support for the world’s nationalist move- 
ments, Radical Pan-Arabism was disavowed and its leaders, such 
as Libya’s Colonel Muammar al-Qadhafi, became the targets of 
Egypt’s hostile propaganda. Further, the Soviet Union, formerly 
Egypt’s and the radical bloc’s staunchest ally, had been identified 
by Sadat and the Egyptian press as the main enemy of the Arab 
cause. Conversely, from 1973 to the present, the United States has, 
in Egyptian eyes, become the only major power capable of enabling 
Egypt and the Arab world to achieve their international and domes- 
tic goals. 

Given Sadat’s dependence on Saudi Arabia’s support for Egypt’s 
post-1973 policies, it is quite conceivable that Egypt’s rather radical 
shift in foreign policy has been a result of direct Saudi influence. 
Moreover, Saudi Arabia’s direct and aggressive intervention in the 
1973 Arab-Israeli War by taking the lead in the OAPEC embargo” 
may be seen as Saudi Arabia’s initial move to wrest the leadership 
of the Arab world from Egypt. 

Historically, Saudi Arabia’s role in the Arab-Israeli conflict has 
been marginal. In the crucial period of political transactions pre- 
ceding the 1967 War, King Faisal saw fit to make an official tour 
of Europe. Faisal’s decision was twofold: Faisal had little influence 
in Arab affairs and very little interest in them. In the aftermath of 
the conflict, he did impose a short-lived embargo on oil shipments 
to both England and the United States, but as Nadav Safran ob- 
served, “Saudi Arabia cut the flow of oil (in 1967) unvoluntarily 
under pressure by Nasser and therefore did not enforce the measure 
strictly and canceled it as soon as possible.” 

In contrast to its reaction in 1967," Saudi Arabia took the lead 
in introducing the oil weapon in 1973. Saudi Arabia has surprisingly 
placed all of its prestige and financial resources behind resolving 
the Middle East conflict, Saudi diplomacy, previously known for 
its calmness and rationality, suddenly became almost bellicose, 
threatening the industrialized West with the loss of its crude sup- 
plies unless the Western allies imposed serious pressure on Israel to 
withdraw from the occupied territories, In fact, one could observe 
that Riyadh assumed, during the six months preceding the October 
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‘War, much of the same character that had typified Cairo prior to 
the June 1967 War: the official and aggressive spokesman of the 
Arab cause. In retrospect, the positions taken by Egypt and Syria 
were secondary to those of Saudi Arabia. 

Within the context of the Saudi’s apparent rise to a position of 
great influence in the Arab world, Faisal’s leadership in employing 
the oil weapon may be viewed as a confirmation of Saudi Arabia’s 
leadership of the Arab world. Prior to 1973 Saudi Arabia had 
strongly refused to be moved by the pleas of Nasser and other radical 
leaders to employ oil as a political weapon. Faisal’s opposition was 
viewed as a result of the conservative-radical split. Faisal “feared 
that once he had sprung the oil weapon others, particularly Nasser, 
might be able to arrogate the right to decide when and how it was 
to be used.”” 

In other words, in 1967 Faisal feared that his wholehearted sup- 
port of the oil weapon would have been more beneficial politically 
to the radical rather than the conservative cause. Because of a shift 
in the intra~-Arab balance of power, in 1973 Faisal was able not only 
to retain absolute control over the embargo, but also to harvest 
all possible political advantages. Saudi participation not only made 
the political use of oil a reality, but also gained the Saudis new 
popularity and even greater future influence in Arab affairs and the 
Middle East in general. One might even conclude that the major 
reason Faisal chose to enter the Arab-Israeli conflict was to parlay 
the Arab world’s dependence on Saudi participation in its oil diplo- 
macy to strengthen and perpetuate conservative influence. 

Since the conclusion of the October War, Saudi Arabia’s leader- 
ship in Arab affairs has been confirmed. Evidence of Saudi power 
and influence can be found in its economic assistance to those Arab 
governments which have committed themselves to negotiating peace 
with Israel. Further evidence of the Saudi’s importance in settling 
the Middle East dispute was the special attention U.S. Secretary 
of State Henry A. Kissinger gave to Saudi Arabia during his shuttle 
diplomacy. Kissinger spent almost as much time in Riyadh as he 
did in Cairo, Amman and Tel Aviv. One might say, in retrospect, 
that it was Saudi pressure which induced Syria and Egypt to accept 
the Kissinger approach. 

Edward F. Sheehan, a leading Middle East analyst, has gone so 
far as to identify Saudi Arabia as the major factor for the success 
of the U.S.-mediated peace effort. Sheehan called the Saudi aid 
to Egypt and Syria the “financial cement” of Kissinger’s diplomacy: 
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“Indeed, it may not be too much to say that in large measure King 
Faisal is financing the method Secretary of State Kissinger has 
chosen to achieve peace.”!” Sheehan based his analysis on the fact 
that: 

“The fundamental of King Faisal’s policy is to prevent Soviet 
hegemony in the Arab world and to strengthen the forces of 
moderation as insurance for his own conservative monarchy. 
A new Middle Eastern war, he knows, will risk unleashing a 
radical recrudescence he cannot contain and thrusting the 
Arab states into a new dependency on Moscow that might 
menace the stability of his own kingdom.”” 

Given Faisal’s power and influence in Arab affairs as well as the 
stake he had in limiting the Soviet presence in the Middle East, 
it is no small wonder that Kissinger (and the leaders of the Arab 
confrontation states) felt compelled to consult with the Saudi 
monarch, For instance, the rift that developed between Sadat and 
Hafiz al-Asad after the signing of the second Sinai Agreement could 
not have been bridged without Saudi influence. The same could be 
said of the Saudi role in Lebanon, especially after Syria’s direct 
intervention in the face of Egyptian and Palestinian opposition. 
The Saudis were successful in arranging a compromise in both 
cases: In exchange for Sadat’s acquiescence to Syria’s virtual oc- 
cupation of Lebanon, Asad agreed not to oppose Sadat’s peace 
initiative any longer." 

The Egyptian-Syrian compromise discussed above was the major 
outcome of the Saudi-sponsored Riyadh Summit Conference of 
October 1976. The Riyadh meeting was notable since it marked the 
first time that Sadat and Asad had met personally since late 1974. 
But more important, it reflected Saudi influence. It must be remem- 
bered, however, that it was the compromise which made possible 
the conclusion of a definitive cease-fire in the Lebanese Civil War. 

The ability of Saudi Arabia’s King Khalid to achieve the com- 
promise did not go unnoticed. The New York Times Middle East 
correspondent, Henry Tanner, analyzed the conference’s outcome 
succinctly: “The Saudi royal family imposed a cease-fire on the 
Syrians and the Palestinians.”*? Following the conclusion of the 
‘mini-summit,”" Saudi Arabia summoned the chiefs of state of the 
Arab League to sanction the Lebanese cease-fire. The Saudi-initi- 
ated meeting took place on October 25-26, 1976, in Cairo and the 
20 respective chiefs of state endorsed the Saudi compromise. 
‘Tanner’s conclusion was also clear: “These days a joint (Arab) 
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strategy, regardless of its authors, needs the stamp and seal of Saudi 

moral endorsement.”” While no one can seriously discount the 
Saudi claims on the moral leadership of the Arab world, it is ap- 
parent that it was more than moral righteousness on which the 
Saudi influence rested. Both Syria and Egypt were and continue 
to be dependent on Saudi financial aid. This fact, Saudi Arabia’s 
apparently boundless wealth, fuels the Saudi’s ability to exert in- 
fluence in the Arab world. Indeed, ‘the Saudi’s wealth and pre- . 
dominant share of OAPEC’s proven reserves” gives King Fahd the 
controlling interest in any decision concerning the collective uses of 
Arab oil. If the share of the total OAPEC reserves controlled by 
Saudi Arabia’s traditional political allies is added to the Saudi 
share, the conservative bloc controls fully 75 per cent of OAPEC’s 
total reserves. In comparison, the radical oil producers—Iraq, 
Libya and Algeria—control only 19 per cent of Arab reserves. Pro- 
duction capacity also strengthens the Saudi-led conservative bloc’s 
hand. From 1973-1975, the conservative bloc countries produced 
an average of 70.3 per cent of OAPEC’s total output, with the 
Saudi share alone averaging 43.9 per cent of the total. More im- 
portant, Saudi Arabia is the only OAPEC member with a signifi- 
cant share of OAPEC’s surplus productive capacity. At any time, 
the Saudi fields could increase production by 3.5 to 4.5 million 
barrels a day (b/d).” Out of OAPEC’s surplus productive capacity 
of 7.5 million b/d, the radical states combined can produce only 
1 million b/d, a fact which obviously weakens their bargaining 
position.” In summary, therefore, it is both ironic and apparent that 
while it has been the radical states which have consistently ad- 
vocated the use of oil weapon, it is the conservative states which 
control the issue. 

In other words, OAPEC oil could never be used politically with- 
out the consent and cooperation of the Saudi-led conservative bloc. 
Without Saudi consent, the oil weapon is quite like a large artillery 
piece without ammunition. Significantly, therefore, the conservative 
bloc can render impotent any maverick attempt by the radicals to 
impose an oil policy similar to mar of 1973 by merely utilizing 
their surplus productive capacity.” 

Further, the conservative OAPEC actually controls the use of 
oil for itself as well as the Organization of Petroleum Exporting 
‘Countries (OPEC). The conservative bloc’s influence on the use 
of oil weapon is manifest in its foreign currency reserves. The re- 
serves accumulated by them would allow the conservative OAPEG 
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bloc to cut its production drastically for several months without 
significant material suffering. If, on the other hand, the radicals 
attempted to reduce production significantly, the consequent impact 
on their domestic economies would likely lead to civil unrest and 
political instability. 

In conclusion, the combination of factors such as oil production, 
reserves, surplus capacity and surplus capital make Saudi Arabia 
. and its traditional conservative allies the only states capable of 
determining when, whether, how and for how long oil could benefit 
Arab foreign policy. 


Om AND SAUDI-U.S. RELATIONS 


Whether or not Saudi Arabia will support an effort to utilize 
OAPEC’s oil wealth politically may depend on its relations with 
the United States. Several aspects of current U.S.-Saudi Arabian 
relations and a brief review of the 1973-1974 embargo suggest that 
Saudi Arabia’s leaders will possibly not opt to use oil as a political 
weapon again in the near future. 

First, it must be remembered that in 1973-1974 the OAPEC oil 
weapon was directed at the West in general and the United States 
in particular to induce them to pressure Israel into giving up the 
Arab territories occupied since 1967. The rationale for making the 
United States the prime target was that Israel was and continues 
to be overwhelmingly dependent on U.S, military and economic 
aid. Logically, the United States was the only state capable of in- 
fluencing Israel to meet Arab demands. 

It must be remembered, however, that while Saudi Arabia con- 
trols the OAPEC oil weapon, the Saudis are also extremely de- 
pendent on the United States as a source of military hardware, 
economic and technical assistance. 

Second, Saudi Arabia has been almost as friendly to the United 
States in terms of international politics as Israel. For example, it 
is useful to review the Saudi’s relations with the Communist world. 
While Israel had friendly relations with Eastern Bloc countries prior 
to 1967, Saudi Arabia has consistently refused to have any relations 
with the Eastern Bloc in general and the Soviet Union and China 
in particular. It is interesting to note that the Saudi leadership his- 
torically has perceived Israel’s existence as the creation of an inter- 
national Communist conspiracy. In fact, it is difficult to differentiate 
the interpretation of Zionism, Communism or Socialism in the Saudi 
official stand. According to Sheehan, one of the major reasons Saudi 
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Arabia accepted U.N. Resolution 242 was “to work for Israel’s 
containment behind her 1967 frontiers as the best means of keeping 
the region stable and of reducing Soviet influence.” 

Another indication of the Saudi’s aversion to Communism is a 
statement King Khalid made in mid-1975: Expressing his concern 
to see “billions of dollars of Arab money (flowing) to the Soviets 
for arms,” Khalid called upon the United States to arm Egypt and 
Syria as a means to stop the flow of money to Moscow.” In sum- 
mary, one analyst has noted that Saudi foreign policy “has been 
predicated upon a staunch opposition to Communism internation- 
ally and regionally... (which has)... contributed to a foreign 
policy based on a close relationship with the United States and other 
Western powers.’ 

Given the affinity of both U.S. and Saudi policy vis-a-vis the 
Communist world, it is not surprising that, since the 1973-1974 
embargo, the United States and Saudi Arabia have created a web 
of mutual dependence which links the two states in an unprece- 
dented fashion. The cornerstone of the interdependency is found 
officially in a set of broad economic and political cooperative agree- 
ments which were signed on June 8, 1974. The innovative feature 
of these agreements was the establishment of a permanent Joint 
Economic Commission and a Joint Cooperative Security Commis- 
sion, Both commissions are to meet regularly and to be led by minis- 
terial level officials from each nation. Commenting on the Coopera- 
tive Security Commission, Ronald Koven wrote in The Washington 
Post that although “U.S. officials stressed that this new form of 
military relationship does not involve any American defensive com- 
mitment—(nevertheless) it is apparently designed to satisfy Saudi 
hunger for a U.S. moral commitment to support them (Saudis) 
against potential aggressors.”! 

Within the framework of the 1974 U.S.-Saudi agreements— 
termed a positive alliance—the United States is currently enjoying 
a heretofore unknown influence on Saudi Arabia. Besides the large 
contingent of U.S, military advisors which reflects the growing 
Saudi dependence on American military assistance and military 
technology, the Saudis have gone a long way toward increasing 
their dependence in other fields. For instance, since 1974, Saudi 
Arabia signed agreements with the following American groups: 
the Labor Department for development of Saudi manpower train- 
ing programs; the National Science Foundation for development 
of a Saudi science center; the Census Bureau for development of a 
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Saudi statistical base; the Agriculture Department and Interior 
Department to aid Saudi farm and water resources, and the Treas- 
ury Department to plan and purchase the equipment for a new 
Saudi electrification system and a host of other programs.” 

In fact, the Saudi dependence on the United States goes beyond 
the U.S. presence in Saudi Arabia to the Saudi presence in the 
United States. For one thing, the huge investments in U.S. markets 
and banks made by the Saudis and their OAPEC allies have prob- 
ably increased the Saudis’ dependence on the United States rather 
than the other way around. The more the Saudis invest in the 
United States, the more U.S.-Saudi interdependence increases, In 
the words of William Stoltzful, the former U.S. ambassador to 
Kuwait: “The more investments and ventures of all kinds that they 
(Saudis) have in the U.S. or with U.S. companies in the Mideast, 
the more importance they will attach to U.S. strength and viability 
not only domestically but in their own countries as well.’”*’ He went 
so far as to urge U.S. leaders not only to facilitate the investment 
of Arab money, but also to encourage all kinds of Arab ownership 
in the United States, particularly in the field of oil. “The more 
ownership of downstream (oil) facilities they (Saudis and conserva- 
tives) have, the more vested interest they will have in both ends 
of the oil industry, and sellers and buyers.’ 

What is apparent from the previous discussion of U.S.-Saudi rela- 
tions is the fact that the Saudi’s national interests have become more 
closely tied to their American connection. This is true both in terms 
of the Saudi’s dependence on U.S. military and economic assistance, 
and the Saudi’s obvious interest in protecting their large investment 
in the United States. One could say that the interdependence is 
mutually beneficial: the Saudis have, in effect, agreed to protect the 
U.S. supply of oil in return for guaranteed long-term supply of 
military, industrial and financial guarantees. In short, these mutual 
dependencies effectively explain that Saudi’s consistent declaration 
that they will never resort to the oil weapon again, 


SAUDI ARABIA AND ARAB POLITICS 


From the brief examination of how U.S.-Saudi relations ap- 
patently rule out the possibility of the future use of the OAPEC 
oil weapon, it may be said that the Arab world has entered a new 
era. Since the oil price increases of the early 1970s brought new 
wealth and political power to the conservative bloc, the Arab world 
has been edging toward a mode of political stability unknown in the 


80 


region since the-beginriing of this century. Consequently, this move- 
ment has witnessed the general retreat of the radical cause in Arab 
affairs. i 
In Syria and Sudan, the leadership of Asad and Gaafar 
Muhammad Numeiri has led to a purge of radical elements and 
unprecedented “forced” stability. In Oman, the Dhofari Revolu- 
tion has become a thing of the past. Even within the Palestine 
Liberation Organization (PLO) the influence of the formerly un- 
controllable radical elements has become insignificant. In Lebanon, 
the radical Muslim left has been effectively erased. 
Simultaneously, Arab monarchies and military dictatorships, even 
the radical ones, have also consolidated their power. In a region 
characterized by a species of political instability which produced 
at least: one coup d’état or change of leadership annually for nearly 
18 years prior to 1970, there has been only one successful coup in 
the last 15 years. Ironically for the radical cause, the coup in Yemen 
brought the small state even closer politically.to Saudi Arabia. 
The retreat of the radical cause, coupled with Saudi power and 
the accompanying conservative resurgence, makes it extremely diffi- 
cult to: predict that oil will ever be used to achieve Arab foreign 
policy goals in the future, given the present situation in the Arab 
Middle East. The future use of OAPEC oil weapon depends on the 
will of Saudi Arabia’s leadership. Perhaps the only way the Saudis 
could lose their dominant position would be if the policy of pursuing 
an overall peace settlement through negotiations continues to falter 
or stagnates. In this instance, it would open the door for the resur- 
rection of radical popularity and as a consequence place tremendous 
Pan-Arab pressure on the Saudis. However, it is doubtful that the 
radicals can revivify themselves without a total failure of Saudi 
policy or a devastating metamorphosis in the world energy situation. 
To hope for either the former or the latter is self-defeating for the 
Arab world as'a whole. Nevertheless, it seems quite remote that 
the balance of power in Arab affairs will shift away from Saudi 
Arabia in the near future. For this reason, it appears that OAPEC 
oil will not be used politically for as long as the Saudi position re- 
mains unchallenged. 


ARAB OIL AND JAPAN 


That Japan is oilless and depends upon the Arab states and 
other oil exporting nations for its oil is common knowledge. The sig- 
nificance of oil to Japan is that it is the world’s largest consumer of 
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electricity and that 56 per cent of the electricity generated in the 
country depends upon oil. Of increasing importance, the Middle 
East absorbs an even larger amount of Japan’s exports ( presently 
12 per cent), thereby materially aiding Japan to retrieve its petro- 
dollars and to expand its economy. Saudi Arabia is Japan’s second 
largest trading partner, following the United States. 

The importance of the Arab countries for Japan’s import of oil 
and export of manufactured goods was evidenced even before the 
October 1973 Arab oil embargo, for in May (1973) the Japanese 
Minister of International Trade and Industry Yasuhiro Nakasone 
(currently prime minister) declared at a pres conference on his 
return from a Middle East tour: 

“I have become strongly aware of the need to approach 
Middle East oil not.simply. as tradeable merchandise but some- 
thing more deeply politically involved. Oil is a critical resource 
for Japan and dealings in oil cannot be handled by individual 

. Japanese enterprises or traders alone without the support of the 

. Japanese government and its people. The Japanese government 
will involve itself in strong and continuous petroleum diplo- 
macy in the future.’ 

The Arab-Israeli war of 1973 proved beyond a shadow of doubt 
Japan’s basic political and economic vulnerability. When it realized 
that its political neutrality was an affront to the Arabs, Japan fol- 
lowed Europe’s example, and on November 22, 1973, the Japanese 
cabinet announced that it might reconsider its policy toward Israel. 
Then, on December 23, Japan appealed to Israel to withdraw to 
the October 22 cease-fire line as a first step toward total withdrawal 
from occupied Arab land. Japan’s options were limited; it could 
either follow the.United States, which preferred that Japan remain 
noncommittal to the Arabs, and tolerate the embargo for a few 
months but without any assurance of emergency supplies, or Japan, 
which had an oil stockpile for two months, could ignore American 
pressure and negotiate with the Arabs at the risk of annoying the 
Americans. Japan optéd for the latter alternative in order to secure 
its oil supplies from the Arab countries. 

Despite apparent recent setbacks, the structural features of Arab 
oil power remain in tact. It is worth pointing out that the disagree- 
ment within OPEC regarding the base price for oil can be explained 
as a function of the reserves enjoyed by the member nations and 
their financial needs. Nations, which have few reserves must secure 
a price for their oil which ‘will cover their socio-political and de- 
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velopmental costs within a time frame determined largely by pro- 
duction rates, the global political economy and their reserves. More- 
over, OPEC prices strongly influence the prices which non-OPEC 
producers can charge for their oil, Hence, insofar as Japanese econ- 
omy and fiscal plans are tied to the supply of oil, OPEC holds the 
key to Japan’s future as well. The Japanese seem to understand 
this interdependence: they consequently worry rather more about 
the reliability of the supply of oil than about its price. 

The cost of oil to Japan more than doubled largely because, 
having perceived international oil companies to be diverting sup- 
plies, the Japanese aggressively entered the Rotterdam spot market, 
further driving up the spot price of oil. From the point of view of 
Japan, this action, plus direct deals and government to government 
contracts for oil, was necessitated because a reduction in energy 
supply would cause a contraction of industrial production and em- 
ployment, compromise Japan’s transition to a knowledge-intensive 
industrial infrastructure and shrink its export market. This latter 
prospect is important because Japan must pay for its oil imports by 
means of its exports. l , 

Japan is, therefore, faced with two imperatives. First, Japan 
must discover new markets which minimize confrontations with 
the United States and Western Europe. Second, if Japan is to realize 
the goal of 5.1 per cent sustained annual growth envisioned in the 
New Economic and Social Seven Year Plan for 1979-1985, the 
government must secure a stable supply of about 6.5 million barrels 
of oil per day. 

If Japan is to maintain its prosperity, the Arab states, especially 
Saudi Arabia, looms large in Japan’s economic and commercial 
policy. Moreover, the direct deal and government to government 
contracting for oil has made Japan more, not less, dependent upon 
OPEC countries in general and its Arab members in particular. 
Saudi Arabia’s residual capacity dominates the international oil 
regime. Normally, Saudi Arabia, Kuwait and the U.A.E. run cur- 
rent account surpluses, and they continue to live on imported goods 
from the United States, Japan and Western European countries. 
Therefore, these states remain the major targets for Japanese ex- 
ports. 


NOTES 


This is a paper presented at the 26th Annual Meeting of the International Studies 
Association, Washington, D.C., March 8, 1985. 
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peaceful relations among nations has emerged in Southeast 

Asia, This approach has been part of the continuing devel- 
opment in interstate politics in the region in recent years which has 
led scholars to hope this phenomenon can contribute to the im- 
provement of international relations as ‘an alternative to the balance 
of power politics of the superpowers. This hope should be shared 
by people desiring peace in the face of real dangers of nuclear war 
that can result from any flash point in the areas where the super- 
powers zealously guard their national interests. 

As we know, the United States and the Soviet Union are strug- 
gling for superpower dominance, building up arsenals of nuclear 
weapons, both secret and known, in support of their ends through 
diametrically opposed approaches and methods. Their politics has 
been called balance of power politics, where the concept balance of 
power may promise a stalemate in military struggle once an equi- 
librium of forces could be reached, and with it an uneasy peace. 
This may have been true in the earlier years of European politics 
where balance of power was sought with diplomacy and alignments 
and wars, but times have changed. In these days, mastery or domi- 
nance of one over the other seems to be the only way to peace and 
ironically this is to be brought about by the use of military might. 
In the process, the rest of the world will be mobilized or maneuvered 
into alliances with one or the other superpower. In this scenario, 
less powerful states actually lose their independence as is now evi- 
dent in the policies of many states which justify their international 
conduct in terms of their contribution to the maintenance of the 
balance of power in world politics. 

It is even ‘doubtful that the present: superpower politics is cor- 
rectly a balance of power politics in the classical sense. But whether 
or not it is so, the awesome threat to mankind remains for so long 
as this kind of politics continue. Many states, however, are man- 
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aging to live peacefully by trying to stay away from the politics of 
the superpowers. Their attempts are not unpraised. Indeed they 
have been endorsed by many scholars and political leaders as alter- 
natives to superpower madness. States in Southeast Asia have tried 
to conduct their international relations with more reasonableness, 
with some success. Where those states have been able to separate 
superpower influence in their interstate relations, they have been 
able to promote their respective determination and mutual interests 
and have prevented disputes with potential for violence in the form 
of escalating wars. 

Although in earlier years the Southeast Asian states conducted 
their relations quietly, they have recently acted with more con- 
fidence and forthrightness. It is this phenomenon in international 
relations to which this article is addressed. It attempts to show that 
some approaches based on certain principles have been found to be 
innovative and useful for bringing about peaceful interstate rela- 
tions. Southeast Asian states may also be seen here attempting their 
best to diversify the dominant type of existing international politics 
—the balance of power politics—in their desire to live in a peaceful 
community of independent states. In addition, this article generalizes 
the nature of superpower politics and of the innovative peace-di- 
rected approaches to politics of Southeast Asian states by comparing 
them, to show that they are qualitatively different in many ways. 

My basic view is that these interstate relations in Southeast Asia 
need to be studied for several reasons, First, they help to seek out 
alternative approaches to world affairs, and political leaders, 
scholars and concerned people can look at the Southeast Asian ex- 
perience as a working example of peaceful international relations. 

A second reason is that these interstate relations will help to 
clarify the thinking of political leaders, scholars and others as to 
what they want and what they can do in international relations. 
Ideas have to be made explicit enough to provide a clear guide to 
action and to help recognize counterproductive action. 

Another reason is the need to support the view that there is not 
just one possible model for international relations. Besides the bal- 
ance of power model—with the variations known as balance of 
terror, politics of deterrence and the like which are all theories of 
war and not of peace—there are other possible kinds of world order. 
For example there can be a hegemony model of the monopoly or 
concentration of power; a hierarchical model in which states accept 
their subordinate roles for various reasons; regionalism, or a coexist- 
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ence model where state-determination is important. Political leaders 

may find other useful models to guide their. decisions to disengage 

their politics from superpower politics. 

A final reason is to encourage the search for similar approaches 
to international relations with the hope that they could be used by 
more states. Southeast Asian experiences in interstate relations are 
providing another aspect in the contemporary Western-style conduct 
of international relations. Here is conceptualized the idea of balance 
of power or superpower politics. According to this concept, Western 
European countries and other states are aligned with the U.S. in 
the struggle against the Soviet Union which is supported by the 
East European and other socialist states for world: supremacy and 
perhaps hegemony. On the other hand, states in Southeast Asia 
have evolved relations that are culturally- based and differently 
oriented from. the superpower politics. Their aim is to preserve the 
independence of every state in an environment of peace, through 
cooperation, harmonization of interests, mutual respect, accom- 
modation of differences and the like. l 

Innovative approaches are, as used in this article, the modes of 
behavior or actions of states which have a quality of freshness or of 
some novelty, change or modification. The freshness or novelty is 
indicated by the following: 

1. Elements which had been always there but never before con- 
sidered are brought to focus. For example, man replaces state 
as focus, regional relations instead of dependence on super- 
powers, overriding interests for peace based on close ties of 
history, geography and common interest med of mere solu- 
tion of problems. 

. 2, Culturally-based ways are used, such as Sane Cod, con- 
sensus, compromise, accommodation of needs, kinship rela- 
tions, mutual help and mutual responsiveness. 

. 3. Shift in priorities occurs, as for example, independence instead 
of special relations, confidence-building before final negotia- 
tion. or long-term goals, regional instead of national interests. 

4. Change in direction, as for instance, from military to political 
and diplomatic solutions, from hostility to peace, isolation to 
interaction and ideologism to pragmatism. 

5. New aspects are shown, such as state determination, bilater- 
alism, preemptive diplomacy, codetermination, coexistence, 
non-alignment and zones of peace. 
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PRINCIPLES OF INTERSTATE RELATIONS 


In advocating fresh approaches to interstate relations, Southeast 
Asian leaders have formulated some general principles which the 
succeeding events have clarified. The first principle which under- 
line their relations is that the survival of a state is possible when 
States cooperate. 

This implies a community orientation, the existence of common 
interests, harmonious relations and humanitarianism. In contrast, 
balance of power is based on the principle of competing relation- 
ship and on the idea that survival, which is the basic motivation of 
every state, impels it to struggle for the mastery of the other states. 
To Asians, survival can be found in a condition of harmony and 
tranquility in the order of things, and even developments are seen 
to be related to one another for which reason people look at not 
only present problems but also long-term solutions which will affect 
future relations. In this light, state determination includes codeter- 
mination among states which, however, is not viewed as the end 
but only a means to achieve a humane society or a world of justice 
and humanism. i 

Peaceful relations is another important principle of Southeast 
Asian international relations. Confrontation is to be avoided as it is 
costly and unproductive. The Javanese have a saying that every- 
thing, however contradictory, can be harmonized. The Indonesians 
generally believe that the moral task in the universe is to live in har- 
mony and, if need be, in submission to a divine presence. The Thais 
use Buddha’s teaching of flexibility, of seeking the middle way, of 
avoiding extremes and of showing compassion in every instance, 
thereby maintaining a moral community.’ Similarly, Filipinos make 
agreements which operate not through consent but by custom, 
dbliging them to preserve peace in the community.” 

The newly independent states, ushered into the world in an era 
of the cold war, have from time to time found need to define their 
true interests. In the earliest conference of Asian and African states 
held in New Delhi in 1947, Soetan Sjahrir of Indonesia declared 
that “in achieving the political realities of postwar Asia and in the 
inevitable emergence of independent Asian states, they should never 
abandon the ideal of establishing independent states which are based 
upon humanitarianism, justice and truth, all hallmarks of true 
democratic societies.”* He added that “the disappearance of colo- 
nialism must not open up any possibility for the return of neo- 
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feudalism or fascism.” They had to break away from “major power 
rivalry which complicates the search for peaceful solution of prob- 
lems” and to “remove major power involvement in regional prob- 
lems.” State leaders who participated in the 1947 conference con- 
demned the polarization of the world into conflicting blocs. They 
urged their fellow Asians not to follow that pattern and to avoid 
joining these blocs, for to do so would mean an increase in world 
tensions and could even violate the interests of the Asian people 
themselves. 

There is a movement to bring out the indigenous nature of the 
Indonesians, which is to live in harmony within one’s inner self, 
harmony between one’s inner self and one’s fellowmen and nature, 
and harmony with the universe, the Almighty God. Its essence is 
peace of mind, A new trend in the spiritual horizon, which is called 
Kebatinan (“to search for the inner self”) has existed actually for 
a long time. Since the assumption to power of President Suharto, 
Indonesian policy has followed the search for the inner self, with 
emphasis on the need to achieve a great national vitality through a 
sound economic base and not through mass agitation. This view 
looks after political interests and accepts an effective international 
role only when the national vitality has been realized. Developed as 
a concept, it contains the present principle of national resilience, 
which means the “capacity to survive safely from the processes of 
needed changes in society while at the same time preserving its own 
identity.” 

Another principle is non-alignment. Its formulation began in 1947 
when Asian and African states rejected neo-feudalism and vassalage 
to the major powers in their competition for power and advocated 
the preservation of independence. In 1955 the Bandung Conference 
adopted Ten Principles which included the Five Principles of Co- 
existence enunciated earlier in 1954 by China and India in their 
agreement on Tibet, to govern their relations, all of which became 
the foundation for the principles of non-alignment. 

The Ten Principles of Bandung are as follows: 

1. Respect for the fundamental human rights and for the char- 
ter of the United Nations Organization (UNO). 

2. Respect for the sovereignty and territorial integrity of all 
nations. 

3. Equality of all races and equality of all nations, large and 
small. 

4. Nonintervention or noninterference in the internal affairs of 
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5. Right of each nation to E itself analy or eke a as 
in UNO. 

6. Collective defense should not be used to serve particular 
interests of any of the big powers. Do not exert pressures on 
others. 

7- Refrain from acts or threats of aggression or the use of force. 

8. Settlement of all international disputes by peaceful means. 

g. Promotion of mutual interest and cooperation. 

10. Respect for justice and international obligations. 

The Association of Southeast Asian Nations (ASEAN) observes 
these Bandung principles:in its conduct of business. 

Another important principle in Southeast Asian interstate rela- 
tions is consensus, an agreement on a common denominator from 
among conflicting interests. This concept of consensus is based not 
only on quantity but, more importantly, on quality, the value of 
which is difficult to balance. - 

Singapore has adopted a new principle—team playing—for its 
foreign relations. Team playing obliges the states to give clear signals 
rather than confuse the people. It has been introduced to ASEAN 
diplomacy. Another principle which Singapore has proposed is 
“adhocracy.” It means that a state can make significant policy re- 
versals but at the same time must take care not to provoke the af- 
fected parties. 

Malaysia’s pragmatic policy has added a dimension to interstate 
relations, especially in ASEAN.® Since 1982 Malaysia has em- 
phasized bilateralism which enables the country to know people 
more intimately by knowing their problems and how it can work 
with them. Multilateral relations in the past have not been yielding 


that kind of intimacy and understanding, according to Prime Min- 
ister Mahathir Mohamad.’ 


BALANCE OF POWER CONCEPT CRITIQUE 


Having discussed the principles to support the approaches of 
Southeast Asian states in their interstate relations, I shall now show 
the important elements of the balance of power concept in order to 
emphasize the ‘innovative qualities of the former. 

Martin Wight, in his article “The Balance of Power,” says that 
the idea of balance arises naturally in considering any relationship 
between competing human units, groups or institutions. 

Checks and balances are found in a constitution, but balance of 
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power hasbeen most thoroughly explored in international politics. 
In that context, it has been used in a mechanistic metaphor. How- 
ever, it may not say everything of importance in international rela- 
tions. 

Wight quotes David Hume as saying that the principle of the 
balance of power is an application of the law of self-preservation. 
If there are three powers, of which the first attacks the second, the 
third cannot see the second so decisively crushed that it becomes 
threatened itself; therefore it throws its weight into the lighter scale 
of the balance of power by supporting the second power. Generally 
when one power grows dangerously strong, the others combine 
against it. The balance of power is in full operation whenever a 
dominant power tries to gain mastery of international society and 
momentarily “overturns the balance.” The dominant power has a 
small following of vassal states which are too weak or frightened 
to defend their independence and of jackal states with private local 
interests to pursue. Then the other states will form a grand alliance 
whose victory will “restore the balance.” 

In a multiple balance there is a shifting of alliance to preserve 
an equilibrium, The great powers change partners when their inter- 
ests change. When a great conflict of interests arises, the powers 
divide into opposite camps and a simple balance of power arises. 
A period of simple balance is marred by heightened tension, a race 
in armaments and the uneasy oscillations of the balance of power 
which are called crises. 

A power that is in a position to contribute decisive strength to 
one side or the other is said to “hold the balance.” Holding the 
balance can be done by withholding action which is a negative ac- 
tion or by shifting weight to one side. A small power, because of 
its strategic position or energy of its people, may be able to con- 
tribute decisive strength to one side or the other and thus may be 
said to hold the balance. If a power is courted by both sides, this 
suggests that it holds the balance. 

Scholars, writing on the balance of power, have shown it as a 
confusing and ambiguous concept. Yet it is its flexibility that makes 
it easy to use in describing international politics. The concept is used 
in five ways: 

1, The original meaning is the distribution of power. This states 
that no power should be so preponderant as to endanger the 
others. Among independent states the preponderance of one 
will destroy the independence of others. Equilibrium must be 
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maintained, preserved or restored. If there is to be coexistence 

there must be a balance of power. 

2. It also means having a margin of strength so as to avert the 
danger of power being unevenly distributed. So balance is like 
balance in a bank, a plus, not an equality of assets and debits. 

3. Because of disagreement on the even distribution of power, 
any distribution does not long remain constant. Countries that 
are favored seek to maintain status quo, while those unfavored 
seek to revise the distribution. Thus the idea of even distri- 
bution is lost and it comes to mean simply the “existing dis- 
tribution of power,” as it cannot predict the balance for the 
future. 

4. Still another meaning is “holding the balance.” This means 
that a power has a “special role in maintaining an even dis- 
tribution of power.” 
a. If the holder of the balance is weaker than either of the 

powers, his function is only that of a mediator. If stronger, 
he will be an arbiter. 

b. But the holder of balance may be concerned less with 
maintaining an even distribution of power than improving 
its own position. As England held the balance with its 
right hand, she established hegemony with her left, re- 
fusing to recognize the principle of equilibrium. As the 
Kaiser said, “the balance of power is one.” 

5. There is allegedly a law at work which overrules those who 
repudiate the principle of balance of power. It works without 
outside interference.. Is it really a law or is it a political law 
or generalization? This is not yet settled. 

There are other critiques of the balance of power concept as a 
tool for explaining international relations. But besides the five mean- 
ings above, the other aspects of the concept cannot be accepted as 
valid. 

Of survival or self-preservation as a motivation in the balance of 
power, Kenneth Waltz has another view. He says that in reality the 
motives of states do not consist only of a desire for survival but also 
for being left alone or, on the other extreme, the desire for world 
conquest.” 

Regarding its operation, Wight says that balance of power princi- 
ples cannot work on a wider scale. As the international society 
widened from Europe to cover the world, there has been a reduc- 
tion of the number of great powers. This has been brought about by 
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the expanded field for balance of power, where the number of states 
which can act decisively has consequently been reduced. With the 
present narrow concentration of awesome power, says Waltz, it is 
doubtful that the affairs of the world can be understood in accord- 
ance with the balance of power concept. As this requires a minimum 
of three states or a maximum of five to operate for peaceful coexist- 
ence or to compete for mastery over the others, together with the 
other aspect of flexibility in the alignment states, balance of power 
cannot operate truly under the two-power system which exists at 
present. There are two great powers that are competing today for 
mastery of the world or at the minimum for coexistence. On the 
other hand, there are states with altogether different power ranks 
such that any shift in the alignments of those states is unlikely to 
help or to hurt either of the two leading powers. The United States 
and the Soviet Union, for instance, are not dependent on their 
allies and can design their strategies in accordance with their inter- 
ests. 

However, James E. Dougherty says that although the United 
States and the Soviet Union approach autarky in the political and 
economic dimensions” and can, therefore, act with the greatest 
degree of independence, nevertheless, they cannot afford to offend 
other states with impunity. For instance, to combat inflation, thé 
United States cannot just reduce military spending if this lessens 
the credibility of its commitment to its partners of the North Atlan- 
tic Treaty Organization (NATO). Neither can the United States 
decrease its military forces and capabilities in South Korea without 
first weighing the consequences of such decision for Japanese for- 
eign policy. He concludes that even for the two superpowers 
“autarky is always tempered by interdependence.’ 

Besides, says Waltz, the excessive concentration of power negates 
the possibility of playing the politics of balance. The balance is no 
longer based on the classical idea of international maneuvers and 
of shifting alliances, but on national power as a means of control to 
restore or compensate for the disequilibrium of power. In the classi- 
cal sense, many factors such as geographic, demographic, diplo- 
matic, economic, political, leadership and military were placed on 
the scales, Even so there was no exact method of determining these 
values. Rulers even made mistakes on their estimates and forecasts 
for the future. But in contemporary politics, military force has be- 
come the dominant factor on the scales. The use of force (by threat 
or application, by opposition with force, by annexation of territory) 
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is presently the mode of relations of states. Even more, confusions 
arise when mere possession of military power is identified with the 
use of force and the latter with its usability. They are not one and 
the same thing. 

In another critique, Wight views the concept of balance of power 
as characteristic of flexibility and maneuverability of alliances. This 
mobility, he says, defeats the original purpose of equilibrium and 
it becomes a condition of predominance. Furthermore, this mobility 
is also the cause of tensions and crises. Still on another point, Waltz 
tells us that the homeostatic equilibrium which results from discrete 
actions over time may not be achieved if the’ balance cannot cope 
effectively and decisively. 

Furthermore, Wight says that balance of power has been repudi- 
ated by both sides. Dominant powers call for solidarity and unifica- 
tion. But in. defeat, a power will invoke balance of power. The 
United States indeed rejected it along with entangling alliances even 
as it aimed to dominate the affairs of the American hemisphere. 
Long ago Edmund Burke showed that it was the cause of all wars. 


INNOVATIVE APPROACHES IN SOUTHEAST ASIA 


The innovative features of Southeast Asian interstate politics can 
be seen in their responses to and initiatives on certain developments 
which affect them. 

.The most important developments in recent years which pro- 
voked states in Southeast Asia to search for fruitful approaches to 

their relations are: . 
1) - the rise of the ‘People’s Republic of China and the Demo- 
cratic Republic of Vietnam on the regional scene; 

) the Kampuchean problem; 

) interstate conflicts; 

) the need for non-alignment, and 

the problem of military security. 

It may be useful to show how Asian leaders perceived these de- 
velopments and made policies and actions to meet the problems. It 
may be equally useful to highlight the innovative features of their 
approaches. . 


A. Rise of Dominant States in the Region 


Two states emerging in the 1950s were perceived as threats by 
the other states in the region: China and Vietnam. The People’s 
Republic of China began its campaign to charm and woo the other 


ae 


E. D. Solidum 95 


states in the region with the presence of Foreign Minister Chou 
Enlai at the Bandung Conference of 1955 while the Democratic 
Republic of Vietnam displayed its determination to unite the two 
Vietnams into a socialist republic soon after its victory at Dien Bien 
Phu in 1954. 

The remaining states in Southeast Asia, except Burma, at that 
time began to feel the need to share the responsibility of protecting 
their independence from the growing threats. Giving this need a 
hard look, the leaders of then Malaya, Thailand and the Philippines 
agreed to protect and promote their national interests of independ- 
ence, progress and security by working together on social and eco- 
nomic projects that were designed to develop strength and stability. 
Thus the Association of Southeast Asia (ASA) was established in 
1961. It was followed by Maphilindo in 1963 which included the 
largest state in the region, Indonesia, and then by ASEAN in 1967 
which included all the states of the two earlier associations. 

The act of coming together in cooperative endeavors for shared 
goals is called in this article codetermination. In Southeast Asia, the 
states learned to use culture-based approaches for working together. 
Slowly at first, the effort gained momentum after a few years and 
finally established for the partner states a commonly-shared, cul- 
turally defined way of consensus-making called mushawarah, which 
makes every member equally committed to a decision and, as im- 
portantly, avoids applying the labels of winner and loser. 

The innovative elements of this approach to interstate relations 
(cooperation, regionalism or codetermination) are the Asian values 
of caring and sharing, good neighborliness, consultations, mutual 
accommodations and flexibility. Caring and sharing have made the 
burden light for everyone because ideas and resources from all mem- 
bers are naturally better than from one state alone. Good neighbor- 
liness obliges a state not to act unilaterally in disregard of the effects 
of its actions on its neighbors. Consultation is an essence of good 
neighborliness and includes both seeking and giving advice for 
mutual benefit. Mutual accommodation enables member states to 
reduce or modify demands or expectations in order to achieve re- 
sults that are beneficial to all. Flexibility enables the partner states 
to reconsider the positions that they have ae toward a direction 
which produces advantages for all. 

These values acquired more specific meaning as more problems 
had to be faced. For example, when energy sources and rice became 
scarce, the principle of “first refusal” evolved in ASEAN. When it 
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was not practical for all member states to take action on certain 
decisions, the principle of five-minus-one was accepted. On sensi- 
tive problems such as the Sabah problem, border problems and the 
like, there was a recourse to low key diplomacy, mediations, in- 
formal bilateral meetings of heads of states. In consideration of the 
low resources of partner states notwithstanding the desire and need 
to work together, ASEAN has adopted the policy of national and 
regional resiliency. To face collectively a common problem, ASEAN 
states have taken collective decisions and positions to bring about 
peace in the region, such as the advocacy of the Zone of Peace, 
Freedom and Neutrality, Asian solution for Asian problems, self- 
determination for the Kampuchean. people and dialogue-relations 
with friendly states. This is a marked shift in the direction of their 
international relations specifically from joining the cold war com- 
petition to living in peaceful coexistence with state determination. 

The success of these innovative elements in interstate relations 
can be found in ASEAN’s ability to promote peaceful relations and 
to absorb all the major problems and overcome prejudices of the 
past. 


B. The Kampuchean Problem 


- In 1975 when Pol Pot and the Khmer Rouge established en 
selves as rulers of Kampuchea, the Kampuchean problem began. 
This problem has. political; military and social aspects. The first 
has to do with the legitimacy of the Vietnam-installed Heng Samrin 
government after driving away Pot and his genocidal regime. It 
is supported by about 180,000 Vietnamese troops and around 
600,000 Vietnamese settlers, including youth brigades, to “stabilize” 
Kampuchea. ‘Three resistance factions emerged in Kampuchea, 
namely the Khmer Rouge under Khieu Samphan, the Kampuchean 
People’s National Liberation Front (K PNLF) under Son Sann, and 
the United National Front for Independent, Neutral, Peaceful and 
Cooperative Cambodia (FUNCINFEK) under Prince Norodom 
Sihanouk. Together they formed the Coalition Government of 
Democratic Kampuchea (C.G.D.K.) for the self-determination of 
their people by bringing Vietnam to the conference table to arrive 
at a political settlement which would see Vietnamese troop with- 
drawal and enable the Kampucheans to make the decisions for 
themselves, The Kampuchean problem is not without complications 
from superpower politics. The Soviet Union gives support to Viet- 
nam in Kampuchea in order to be able to use Da Nang, Cam Ranh 


E. D. Solidum 97 


Bay, Kompong Som and Rem, and to isolate China, which supports 
the resistance factions especially the Khmer Rouge. 

The military aspect involves the shift of Vietnamese troops to 
many points right across the Thai border. It has resulted in several 
military encounters between Thai and Vietnamese soldiers, in the 
process hitting the civilians. There is every possibility that the mili- 
tary policy of Vietnam supports its political policy. 

The social problem concerns the large number of people who fled 
from the Pot and then from the Samrin government for various rea- 
sons and sought refuge in camps along the border with Thailand. 
As of June 1983, there were over 200,000 refugees that were in 
total dependence on foreign humanitarian organizations. This influx 
of Kampuchean refugees also displaced over 100,000 Thai villagers 
in the area besides presenting Thailand with political, social, eco- 
nomic and military threats. 

Responses from the other states of Southeast Asia were quite 
similar in their objectives—to preserve peace and to uphold the 
self-determination of the Kampuchean people. ASEAN member 
states initiated the convening of the International Conference on 
Kampuchea (ICK) sponsored by the United Nations (U.N.) in 
1981 and contributed in large measure to the principles of its final 
declaration which stressed the need for the total withdrawal of all 
foreign troops from Kampuchea to enable the people to freely select 
their government and to make Kampuchea non-aligned. ASEAN 
states took the position of giving only diplomatic and political sup- 
port to the C.G.D.K. 

Individually, each ASEAN state also initiated its policies toward 
Vietnam and Kampuchea. Thai Foreign Minister Siddhi Savetsila 
consistently called for a political settlement and for a clearly defined 
geographic area from which Vietnamese troops should withdraw 
and institute an area where uprooted Kampuchean civilians could 
live under the auspices of the United Nations High Commissioner 
for Refugees (UNHCR). Siddhi also offered to be an intermediary 
between Vietnam and China if the former’s position were true that 
the Kampuchean problem is between the two states. Of course 
Siddhi maintains that this problem involves the Soviet Union as 
well. Together with other ASEAN foreign ministers, he has proj- 
ected himself to the Vietnamese counterparts as friendly and mod- 
erate by emphasizing continuous help to Vietnam on this problem 
and assuring Vietnamese Foreign Minister Nguyen Co Thach of 
their flexibility of positions in order to get a settlement that could 
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be satisfactory to all the parties. Siddhi and Co Thach agreed to 
refrain from personal and national attacks on each other through ` 
official media and pledged everything possible to lessen tension.” 
Siddhi assured Co Thach that ASEAN states did not want to see 
Pot return to power and denied Co Thach’s allegation that they 
had hatred for Vietnam. Siddhi has invited Co Thach to go to 
Thailand anytime to discuss matters and he has also declared that 
he would meet Co Thach anywhere.” Siddhi explained his policy 
as one of confidence-building which should have an immediate ob- 
jective of making states listen to one another in order that they may 
be able to bring about the long-term goal of peaceful coexistence. 
Thailand and Vietnam have maintained good relations in spite of 
their conflicts and Vietnam has shown restraint in its actions as 
good neighbors." 

Thai responses to the refugee problem have a lot of instruction 
for all states. Not being a party to the Geneva Convention of 1951 
and the Protocol of 1967, Thailand has nonetheless acted in con- 
formity with its “moral” obligations due to its commitment to the 
U.N. Charter. More than that, Thailand has made its policy to 
focus, not on politics, but on man by being more humanitarian than 
most countries, In spite of strained resources, Thailand employs 
flexibility in the enforcement of immigration laws by accepting dis- 
placed persons on a temporary basis, allowing them to go to primary 
schools and to accept employment, suspending refoulement tem- 
porarily and preventing the onset of compassion fatigue as humani- 
tarian organizations have experienced.” 

Malaysian leaders see the Soviet-Vietnamese relations as deeper 
than the Kampuchean problem because Vietnam could still need 
the U.S.S.R. against China. They consider Soviet presence in Viet- 
nam as legal having been made by the invitation of a sovereign 
government, but Vietnamese occupation of Kampuchea illegal. 
Malaysian leaders believe that when the U.S.S.R. consolidates its 
relations with Kampuchea and Laos and develops their dependence 
on the Soviets, it will leave out Vietnam by taking the situation out 
of its control, To prevent this development, Malaysia supports 
vigorously the implementation of the ICK resolution because a neu- 
tral Kampuchea will not be able to threaten Vietnam and will 
deny the big powers of opportunities to intervene.’® 

Indonesia considers Vietnam as a buffer against China but is 
opposed to the Vietnamese presence in Kampuchea. In 1970, Pres- 
ident Suharto convened an international conference to find a con- 
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structive formula that could restore peace in Kampuchea and en- 
able the Kampucheans to solve their own problem.” Lately, Indo- 
nesian leaders have met with Co Thach privately to find some meet- 
ing points for negotiation. Vietnam’s friendship is to be maintained 
as much as possible because the two countries are opposed to China’s 
policies. . 

Singapore Foreign Minister Sinnatamby Rajaratnam saw the 
Kampuchean war as initially for establishing Vietnam’s hegemony 
over Laos and Kampuchea, but now serves as a protracted Sino- 
Soviet war. By insisting on staying in Kampuchea until the Chinese 
threat is removed, Hanoi is encouraging the threatened countries 
to seek China’s help. Still, Moscow will not itself strike China for 
Vietnam because the interests of Moscow and Hanoi may not be 
identical. In that case Hanoi faces greater trouble. 

Singapore has adopted a preemptive, not a reactive policy. It 
aims to block Vietnam’s advances in some areas but provides it also 
with a way out that is acceptable to many Southeast Asian states. 
Rajaratnam emphasized that Singapore, like Vietnam, wants to see 
Southeast Asia free of great power domination and to see Vietnam 
independent and prosperous even if it is a communist state, An 
Indochina Federation that is brought about by free consent of the 
people can coexist with ASEAN and together cope with pressures 
from great powers.'® Sngapore wants to see Kampuchea comply 
with the U.N. General Assembly Resolution 34/22 and 35/6 for a 
political solution to the Kampuchean problem.” Singapore leaders 
would always be willing to go to Hanoi if it is clear that there would 
be positive results.” 

The Philippines has clearly stated in world fora its support for 
the ASEAN position for the ICK resolutions on the Kampuchean 
problem. 

Burma’s bilateralism has enabled it to maintain good relations 
with Laos and Vietnam. In 1981 Burma offered its good offices to 
provide for a neutral meeting ground for Thai and Vietnamese 
leaders to discuss the Indochina conflict. Burma has taken a position 
against state interference. Foreign Minister Chit Hlaing said in the 
U.N. General Assembly in October 1982 that noninterference and 
nonintervention should be observed, referring to the Vietnamese 
presence in Kampuchea.” Earlier, Foreign Minister Myint Maung 
said that Burma “strongly stands for the solution of all outstanding 
problems by peaceful means and opposes the overthrow of an exist- 
ing government by force and the impairment of elementary rules 
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of international relations by the condonation of armed intervention 
of an outside power.”” Foreign Minister Lay Maung told the U.N. 
General Assembly that it is important to search deeply for root 
causes instead of merely looking at the symptoms. He identified the 
main cause as the willingness of rival great powers to arm rival 
small powers to expand the former’s spheres of influence.” 

Vietnam expressed appreciation for Burma’s policy of friendship 
in spite of the latter’s support for the U.N. resolutions and proposed 
Burma as one of the participants in an international conference on 
the problem. . 

Vietnam has tried to disregard the U.N. action on the Kampu- 
chean problem, but Co Thach has kept up diplomatic relations 
and bilateral contacts with the ASEAN states. Their leaders con- 
tinue to meet privately to seek common grounds for possible con- 
- sensus or compromise points, in spite of counterposed positions that 
appear inflexible in public.” 


C. Interstate Conflicts 


Thailand and Laos have a sensitive border along the Mekong 
River and the Mekong Valley. With the emergence of Vietnam as 
the strongest military power in the region and the Vietnamese treaty 
of 1977 with Laos, Laos has ended its buffer role for Thailand and 
has become a base for Vietnamese troops which now directly con- 
front Thailand. Thai security needs to keep Laos neutral. 

The aims of Thai policy toward Laos are to induce changes that 
could bring about peacé in the area by developing Lao and 
Kampuchean nationalism with which to push back Vietnam, and 
developing Vietnamese nationalism to the point that it will separate 
itself from the U.S.S.R. ’ 

Thailand has a two-pronged approach to Laos. It tries to prevent 
any possible armed provocation and it uses much diplomacy to 
maintain continuous Thai-Lao dialogues. The latter serves asa 
means to ascertain one another’s intentions, to keep ‘Thai-Lao 
détente continuing and to prevent possible escalation of small but 
potentially serious conflicts, Thailand emphasizes Thai-Lao relations 


in order to delink their problems from the Sino-Soviet dispute, 


Sino-Vietnam conflict and expansionism of Vietnam. 

In the communiqué of April 14, 1978 on the occasion of Thai 
Prime Minister Kriangsak Chamanand’s ‘visit to Laos, the two 
countries pledged to keep the Mekong River as part of both peo- 
ple’s heritage. ‘There will be an orderly truce in the Mekong, both 
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sides will be less trigger-happy and both will educate the people on 
this. Thailand has opened more areas of cooperation to make Laos 
see the benefits of Thai goodwill as a “flower that opens to wait for 
the bees.” Thailand sent drought relief and purchased electricity 
from Laos, all the time stressing their natural affinities, fraternity 
and mutual self-interest. To Kriangsak’s messages of November 18 
and December 1, 1977, Lao Prime Minister Kaysone Phomvihan 
affirmed that “the answering policy of the Lao People’s Democratic 
Republic is to maintain good relations, good neighborliness, and 
enhance traditional relations.” Lao Undersecretary of Foreign Af- 
fairs Soubanh said that “no imperialist forces can obstruct relations 
between Lao and Thai peoples.” Kriangsak created the appropriate 
psychological environment for the stabilization of their relations 
while Lao officials showed sensitiveness to Thai gestures and signals 
and responded with sympathy. Thailand shifted its policy direction 
from ideologism to pragmatism in dealing with Laos. 

Burma’s long-standing foreign policy is to maintain friendly bi- 
lateral relations with all countries and to rely on the U.N. for the 
settlement of global issues. Bilateralism is their way by which exter- 
nal interferences are excluded. It was used successfully when 
Chinese troops crossed into Burmese territory in 1968. President Ne 
Win made eleven visits to China from 1960 to 1980 and worked 
out successfully a border agreement which excluded ideological fac- 
tors in the negotiations and final settlement. Chinese leaders thought 
highly of Burma’s determination to remain strictly non-aligned.” 
In the refugee problem with Bangladesh, Win made several visits 
there to settle issues of about 200,000 refugees from Burma’s Arakan 
State. Through negotiations and compromise, the two states tried 
to keep the dispute from being linked ‘to the religious issue which 
could have drawn the Islamic states into the conflict. President San 
Yu said that they approached their problems in a conciliatory spirit 
and resolved them on the basis of sympathetic consideration of each 
other’s difficulties. In its problem with Thailand, Burma waited 
out for a change in Thai position rather than provoke hostilities. 
With India, Burma looked only at their bilateral relations and re- 
fused to allow their differences to be linked to other international 
disputes.” 

President Suharto of Indonesia brought the “new order” to Indo- 
nesia by returning to the 1945 Constitution, and declaring that: 
“In the framework of creating solidarity among nations... the 
arrogant attitude, conspicuous leadership, the role of posing as the 
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pioneer, champion and the like... we have dropped and replaced 
by more proper ways of approach based on an equal footing and 
respect. . ..? Adam Malik’s initiative in 1966 sought to peacefully 
resolve the Malaysian dispute and to repair international relation- 
ships. Regional cooperation became important for regional recon- 
ciliation, particularly blood brotherhood with Malaysia.” Indonesia 
plays a low-key role in ASEAN because of a consciousness of its 
size, but it has infused wisdom to it by emphasizing internal cohesion 
and functional efficiency and rejecting any idea of transforming 
ASEAN into a military pact. 

Intra-ASEAN problems, grown numerous in the last 16 years, 
were played down or were absorbed by the association through its 
flexibility, mutual responsiveness, the ASEAN way and the ASEAN 
spirit. During those periods, partner states exercised self-restraint 
or restrained one another, gave advice or sought it, offered their 
resources to their partners or emphasized overriding interests of 
geography, history and trade which made difficulties appear tran- 
sient.” Malaysia and Indonesia gave advice to the Philippines on 
its problem of the Moro National Liberation Front (MNLF). 
Malaysia and Singapore leaders displayed self-restraint and em- 
phasized permanent ties of interests that override any dispute. Simi- 
larly Singapore and Indonesia invoked mutual interests. In its proj- 
ects, ASEAN overcame the lags by displaying the ASEAN spirit. 


D. Non-alignment 


As early as 1947, Indonesian leaders had already urged their 
fellow Asians not to follow the policies of polarization into blocs 
but instead to seek common interests and coexist peacefully, by 
pursuing independent policies.” The end is not just the maintenance 
of independent states but the attainment of a One World with 
humanitarianism as its principle. Indonesia actively worked for the 
wider adoption of the Five Principles of Peaceful Coexistence. 
Indonesia’s relationship with other countries, especially the U.S., 
U.S.S.R. and China, rose and fell depending on the respect that 
each accorded to Indonesian sovereignty, Pragmatism and harmo- 
nization have been used to reconcile competing interests of domestic 
and international needs. To avoid dependence on others and the 
compromise of principles, Indonesia has emphasized the need for 
national resilience. 

The Philippines has expressed in real terms its policy of rational 
distancing from the East and West blocs only quite recently and has 
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emphasized its “Asianness” although with not much success so far. 
Special relations with the U.S. and the presence of U.S. military 
in Philippine bases have prevented a real break from the old ideo- 
logical rigidity, but the Philippines has tried to have an Asian image 
and to be accepted in the non-aligned movement as a member. 

Burma’s relations with the U.S. and the U.S.S.R. are formally 
friendly and equivalent in treatment officially.” Burma proposed 
to purge the Non-aligned Movement in its Havana conference in 
1979 of those states that were orienting the Movement to one side 
but when that failed, Burma decided to leave the Movement. 

Thailand has long used a policy based on real politik. Thai leaders 
learned the lesson that whenever they tried to take sides with Japan 
or the U.S. more conflicts with more countries developed. Thailand’s 
expectations of the Southeast Asia Treaty Organization (SEATO), 
of Japan, of the Vietnam War and of its relations with the U.S. 
and the U.S.S.R. were largely disappointed since the end of the 
Vietnam war. Thai foreign policy initiatives reflected a series of ad- 
justments to reality. Siddhi adopted a policy which is flexible, vital 
and progressive and which gives highest priority to national interests. 
It means that Thailand adopts a neutral stand and will look at its 
interests from a broader base, not just an anti-Communist position.” 
Siddhi said that balance of power is an outmoded concept and ide- 
ology should not enter interstate relations. Instead there should be 
a balance of interests. 

Malaysian policy continues to adhere to the basic objectives of 
the Non-aligned Movement. The concept of the Zone of Peace, 
Freedom and Neutrality (ZOPFAN) developed from the earlier 
efforts of Malaysia to discourage the involvement of Third World 
countries in the East-West rivalry. In operational terms these days, 
Malaysia maintains equidistance with the superpowers. 


E. Military Security 


Both the U.S. and the U.S.S.R. have built up their military 
strengths in the Southeast Asian region. The U.S. Seventh Fleet, 
with three aircraft carriers, covers both the Indian and Pacific 
Oceans. It faces increasing challenge from the Soviet aircraft carrier 
Minsk in the South China Sea and long-range bombers from bases 
in Vietnam. 

The Soviet Pacific Fleet has 2,700 ships including 135 submarines, 
70 of them nuclear-powered. There are 2,700 aircraft in the Pacific 
Fleet, 30 ICBMs and SSzos of intermediate range.” The U.S. has 
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recently stepped up its efforts to increase defense cooperation with 
ASEAN states and Japan to counter the Soviet military build-up 
in the region. The U.S. also is ready to sell dual use technology to 
China. 

Responses from the states of Southeast Asia reveal their desire to 
keep out of the superpower struggle for dominance. Malaysia and 
Indonesia, commenting on the preponderance of Soviet .Union’s 
presence in the region, have blamed U.S. policies for exacerbating 
the Sino-Soviet conflict and forcing Vietnam into the Soviet camp. 
Indonesia has pointed out that U.S. policy has been unproportion- 
ately for a U.S.-China alliance including helping China’s military 
modernization, thereby increasing the Chinese threat to Southeast 
Asia.” 

ASEAN states have expressed apprehension over the prospect of 
Japan’s military build-up as a result of urging by the U.S. to in- 
crease its defense capabilities in order to share the responsibility for 
security in Asia. Now that the Japanese Defense White Paper of 
1983 has explicitly said for the first time that Japan should assume 
a positive military role, called comprehensive security, in pointing 
to the increasing potential threat of the U.S.S.R. to Japan, ASEAN 
states have called this not sharing but shifting the responsibility of 
the U.S. to Japan.” Other state responses to U.S. requests for mili- 
tary cooperation with ASEAN states indicate a range of reactions, 
from Singapore’s disgust to Indonesia’s lukewarmness*®* and to 
Thailand’s distrust of military pacts. 

A specific military security problem involves the Spratlys group 
of islands in South China Sea claimed by five states, namely China, 
Malaysia, the Philippines, Taiwan and Vietnam. The islands are 
known to have oil and gas and to have real usefulness for monitor- 
ing military movements in the China Sea. Vietnam claims sover- 
eignty on 2/3 of the island group; and the U.S.S.R. may also use 
the islands with Vietnam, thereby outflanking U.S. facilities in 
Philippine bases and the U.S. position in Southeast Asia, the China 
Sea and the Indian Ocean. Necessity has caused the Philippines and 
Malaysia, separately, to take preemptive actions by occupying their 
claimed islands and offering to negotiate thereafter. 

Regarding the nuclear arms race, Thailand and Malaysia have 
called for complete disarmament of all nations. The foreign minis- 
ters of the two states have proposed the establishment of more zones 
of peace in the world, similar to ZOPFAN. Malaysia wants a clear 
code of behavior for interstate affairs, defining also clearly what are 
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legitimate interests and illegitimate :acts of interference and. inter- 
vention. There is widespread opposition in, Southeast Asia to the 
continued nuclear and conventional arms race. 


ELEMENTS OF SUPERPOWER POLITICS 


Having presented a critique of the balance of power politics and 
detailed the empirical data of the innovative aspects of Asian inter- 
state relations, we may now proceed to generalize by contrasting 
their characteristic features. 

In the balance of power politics, self-preservation among com- 
peting states can be achieved by trying to maintain equilibrium or 
equal distribution of power. But because competition is accom- 
panied by the desire to dominate, the balance is upset or does not 
remain constant for long. A frequent shift of alliances occurs when- 
ever the interests of the two powers change, thereby perpetuating 
opposition of groups. On the other hand, in Southeast Asian politics, 
survival is to be achieved in a condition of harmony and tranquility 
in the order of things. There is a belief that things can be har- 
monized no matter how contradictory they appear. There is a need 
to look at events in their long-term views such as the establishment 
of a moral community or a One World where humanism and justice 
prevail. 

Relationships among states are different in the two models. States 
involved in superpower politics become vassal states to either of the 
two powers and become too weak or frightened to defend their 
independence. Vassal states by definition serve the interests of the 
superpowers. On the other hand, Southeast Asian states strive to 
keep the states equal and independent and they advocate noninter- 
ference in domestic affairs of others, At the same time they advocate 
noninvolvement in superpower politics. States are encouraged to. 
promote their resilience and strength so that they can be counted 
on-as contributors to.the general. strength and stability of the area. 
All states that join. eS ey. common interests and pursue 
codetermiiiation. 

When an alliance or association is established i in balance of power 
politics, it is for restoring the balance-in a situation where a power 
has tried to gain dominance and has upset the balance. In Southeast 
Asia, states encourage. associations in which they can-cooperate and 
which can at the same time be zories of peace. Concomitantly, states 
in superpower politics aim for the extreme condition of dominance 
or hegemony, while Southeast Asian.states observe flexibility and 
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avoidance of extreme positions and frown upon putting pressures on 
others in order to bring about peace and harmony. 

Superpower politics puts a premium on the military strength 
of the state. In contrast interstate politics in Southeast Asia focuses 
on man and is humanist in this regard. Still on this, superpower 
politics depends on military force as its best weapon for attaining 
its objectives, while Southeast Asian states use tolerance, mutual 
accommodation, bilateralism and other peaceful means to prevent 
disputes. They also emphasize common interests to override their 
disputes. Above all, Southeast Asian states call for general conven- 
tional and nuclear disarmament of all nations, 

With regard to the operational principles, there is a stark con- 
trast. Superpower politics or balance of power is mechanistic, 
wherein two powers compete for dominance in the scale. On the 
other hand, the operational principle of Asian interstate politics is 
consensual, Consensus, originally in Physics, means the combined 
efforts of various parts of a body to create a single action. Through 
the years it has come to be used more figuratively to describe a 
meeting point of various different opinions. For both meanings, 
consensus has a second sense which is not often perceived but is felt 
just the same and this is best represented by the word empathy. The 
action jointly effected by the parts of a body is usually beneficial to 
the whole body.” ; 

Finally, superpower politics aims at domination and mastery by 
one state or one group of states at.the expense of the other states. 
In contrast, Asian interstate relations aim to achieve a balanced 
preoccupation with conservation of interests and humanism with 
the use of peace-building actions. 
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ANTARCTICA AND THE NEW 
INTERNATIONAL REGIME 


By B. A. Hamzah 
“BA Hama h 


ORE than half the original signatories of the Antarctic 
M Treaty concluded in 1959 are from the Pacific region, 

showing the concern and influence of Pacific countries in 
the development of Antarctica. 

Presently, the Antarctic Treaty has 29 signatories.’ Ten are from 
the Pacific region. With the exception of China, Papua New Guinea 
and Peru, the remaining seven are also signatories of the original 
twelve Antarctic Treaty Consultative Party (ATCP)—the exclusive 
club that controls all activities on the Antarctic Continent. 

` One of the nations making strong efforts to raise the level of 
global awareness with regard to developments in Antarctica and 
minority interests is also a Pacific-rim nation: Malaysia. 

The “Question of Antarctica” was ready to move to the center 
stage of the United Nations General Assembly (UNGA) in its Sep- 
tember 1985 meeting—two years after Dr. Mahathir Mohamad, 
the prime minister of Malaysia, made a moving speech before the 
same forum of the United Nations (U.N.). 

At the heart of Antarctica lies the issue of international con- 
science. What to do with the minority interest in Antarctica seems 
to be the question likely to dominate the discussions in the UNGA. 
Ít will be recalled that the. international community has always 
found it very difficult to accept the rationalization of the original 
twelve treaty signatories to impose their will on the international 
community with regard to Antarctica, The treaty represents an 
attempt by the twelve to resolve their differing interests in Antarc- 
tica by shelving common concerns they hope will either fade away 
or be overtaken by events. 

The attempt by the ATCP members to present the world with 
a fait accompli has in the opinion of many backfired. There is a 
new mood with regard to Antarctica. The international community 
wants to revise the Antarctic Treaty. They want a greater say and 
no longer are satisfied with the present monopolistic attitude of 
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the few. The international community has expressed reservations 
on the present status in: various international fora. In 1983, for 
example, the non-aligned countries meeting in New Delhi moved 
a motion asking the U.N. to consider the issue of Antarctica. Under 
pressure from New Delhi and elsewhere the UNGA adopted a 
popular resolution reflecting the changing majority mood, calling 
for the secretary general to conduct a comprehensive, factual and 
objective study on all aspects of Antarctica. 

The secretary general’s report was duly completed in late 1984 
but due to time constraints was not fully debated. The report is ex- 
pected to be debated during the forthcoming UNGA sessions in late 
1985. 

This article will address the issues relating to the internationaliza- 
tion of Antarctica and suggest why the present Antarctic Treaty 
regime is unpopular with the majority of countries in the world. 

The attempts to internationalize Antarctica did not begin with 
Dr. Mahathir’s speech at the UNGA in 1983. It has a long history 
—even before 1948. The United States, New Zealand, the United 
Kingdom and Sri Lanka had at various times proposed different 
kinds of approaches for the management of Antarctica. The U.S. 
government is on record as having proposed in 1948 a joint sover- 
eignty. The U.K. government counterproposed in 1958 to establish 
an international consortium. In between Prime Minister Walter 
Nash of New Zealand pressed for a U.N. trusteeship for Antarctica. 
Of course, by 1959 all these proposals came to naught with the sign- 
ing of the treaty. 

Only in September 1983 did the U.N. become responsive to calls 
from the international community. Malaysia and Antigua and 
Barbuda succeeded for the first time to have the question of Antarc- 
tica placed on the agenda of the 38th UNGA. It can be said that 
the joint resolution succeeded in focusing attention on Antarctica 
in a way which others had failed to do. 

Malaysia has chosen the UNGA forum to moot the idea for vari- 
ous reasons. Firstly, Malaysia has great confidence and trust in the 
international organization with regard to resolving potentially “ex- 
plosive” international issues. After all, despite various insinuations, 
the U.N. still retains its primary purpose for which it was created: 
to maintain international peace and security. 

Secondly, Malaysia is confident that unless the UNGA acts quick- 
ly to defuse the problem in Antarctica the situation there could 
actually imperil international security. When that happens, it will 
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be too late. 

Thirdly, the UNGA is an objective and rational forum for re- 
solving international conflicts. It is a forum that accords each state 
the same voting right irrespective of size, military might or eco- 
nomic well-being. The UNGA adopts the civilized’ simple majority 
procedure in making decisions. Therefore Malaysia is convinced 
that it could actually mobilize sufficient majority support for its 
cause, 

More significantly, Malaysia recognizes the UNGA legal capacity 
to modify the status of the treaty, Although not stated anywhere 
categorically, Malaysia and the cosponsors of the treaty can draw 
on the precedent set by rulings of the International Court of Justice 
(ICJ)? with regard to Namibia. 


THE NAMIBIA CASE 


In many respects the situation in Antarctica is similar to the 
Namibia case except that Antarctica is not a mandated territory. 
In the Namibia case (generally referred to as South-West Africa 
case) ICJ was asked to give an advisory opinion as to whether 
South Africa could change the mandated status of South-West 
Africa unilaterally. ICJ was of the opinion that South Africa did 
not have the competence “to modify the international status” of 
South-West Africa without the consent of the U.N. l 

To cut a long story short by July 18, 1966—the U.N. lost its 
patience with South Africa which had been dragging its feet in 
complying with the ICJ decision and terminated the mandate. 
Since then the UNGA decided that South Africa had no right to 
administer Namibia and henceforth it (Namibia) would come 
under the direct responsibility of the U.N. 

The decision of the UNGA to assume direct responsibility of a 
territory in such a vague political and legal status, the continuation 
of which is likely to create international discord, has created a legal 
precedent, In my view the same principle (i.e. the UNGA assuming 
direct responsibility) can be applied mutatis mutandis to Antarc- 
tica. 

I am also of the opinion that the Antarctic Treaty can be revised 
and replaced by the majority will of the UNGA. The UNGA can 
rely on one important consideration for revising the treaty: the 
doctrine of clausula rebus sic stantibus. This principle is based on 
the assumption that a treaty is good only so long as the circum- 
stances on which it rests remain unchanged. It is clear that the 
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material circumstances surrounding the Antarctic Treaty (in terms 
of legal, political, environmental as well as economic interest) have 
changed considerably from 1959. This doctriné has also received 
wide acceptance in international law. Article 62* of the Vienna Con- 
vention on the Law of Treaties in 1969 expresses this doctrine in no 
ambiguous term. 

The question to ask is this: Have new material circumstances 
emerged in Antarctica that require the termination of the treaty? 

There is no doubt in my mind that the present situation has ac- 
tually taken a new turn differing considerably from the 1959 period. 
International relations have changed substantially since 1959. For 
example, the international community is now in no mood to accept 
the situation in the South Pole as fait accompli. The majority has 
protested—and effectively, too. The majority has expressed the need 
for a new legal regime that can better serve the interests of man- 
kind. Such protests have the effect of withdrawing even the tacit 
consent, if any, for the ATCP countries to manage and adjudicate 
Antarctica on their behalf. 

Secondly, there is new widespread concern among the interna- 
tional community that the two-tier membership system is a deliber- 
ate attempt by ATCP to consolidate its position. This is a new 
development. 

Thirdly, the circumstances surrounding the development of tech- 
nology for resource exploitation have also substantially altered the 
original position. In 1959 the means to exploit deep sea resources 
or resources in inaccessible areas like Alaska and the North Sea 
area were not available. The situation has since changed. Even 
ATCP itself has admitted the new changes which spurred it to 
negotiate a new minerals regime. 

In a report’ prepared by a group of experts, the following new 
developments in polar exploration technology have been identified: 

1. Most established geological and geophysical techniques pres- 
ently available can be used safely and successfully for explora- 
tion of mineral resources in the Antarctic region. 

2. The use of floating structures for exploration in South Pole 
is feasible. 

3. Even though it is generally agreed that technology is not 
presently available for all year-round oil production in the 
Antarctic, the group admits that “the concepts behind such 
potential technology are being developed actively.” 

4. The report is also of the opinion that it would be technically 
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feasible in the future to explore and exploit hydrocarbon 
resources—the very issue that concerns the international com- 
munity. l 
- All this points to a very important need to review and replace the 
treaty as the circumstances surrounding it have been substantially 
altered. 

There are other reasons why the world needs a new treaty for 
Antarctica. 

Firstly, the Antarctic Treaty system of 1959 has become obsolete 
and no longer adaptable to deal with new expectations as well as 
developments in international relations. It is more than apparent 
that the ATCP countries can hardly reconcile or rationalize many 
of their activities—especially those outside the treaty framework— 
in Antarctica. 

Secondly, there is a new development in international law with 
regard to resources beyond national control. While the concept of 
common heritage in respect of deep sea resources (resources beyond 
national control i.e. outside national jurisdiction) has received inter- 
national support, Antarctica remains in a political limbo. But the 
signals are very clear. If we accept that Antarctica is the last re- 
maining treasure house for mankind and that the resources there 
are outside national jurisdiction (after all, this is what the treaty 
is all about), then it is not unfair to apply the principle of common 
heritage with regard to the use of its resources. 

Thirdly, it is a very unpopular treaty. Since 1959 the treaty has 
attracted only 29 countries in a world of more than 165 countries 
—this represents less than five per cent of the world community. 
Part of the unpopularity is due to its exclusivity and the secrecy 
surrounding decision-making procedures within the treaty. There 
is undoubtedly a mask of secrecy enveloping the Antarctic perma- 
frost that the world needs to unveil and expose. 

Fourthly, the Antarctic Treaty members have not been honest 
in their dealing in the South Pole. The treaty is silent on exploita- 
tion of resources. Yet, there is now firm evidence that some of the 
ATCP members have actually exceeded their rights by conducting 
exploration on a commercial basis. The exploitation of krill by the 
Japanese and the Soviets is one example of activities unsanctioned 
by the Antarctic Treaty of 1959. Indeed, since 1967 the ATCP 
members have been talking and negotiating among themselves in 
search for a mechanism to circumvent the treaty to exploit the 
resources in Antarctica. Finally in 1972 ATCP broke its covenant 
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and agreed jointly to promote the idea of an Antarctic mineral 
regime to govern the development of resources on the continent. 

In its present form the Antarctic Treaty has no legal order for 
resource development. Research is its primary concern. Hence any- 
thing outside research is prohibited by the treaty and should not be 
tolerated by the international community, Without the conscious 
effort of the international community, and if the UNGA does not 
move fast enough to block mineral exploration in Antarctica, the 
ATCP members are likely to undertake mineral exploration outside 
the treaty’s scope. 

_ Finally, in its present form the treaty contains too many flaws. 
The discrimination between ATCP and non-ATCP alluded to 
earlier is one example. 

Conferring the ATCP status only to those who have the means 
to conduct scientific research on the continent on a sustained basis 
has two weaknesses. Firstly, it effectively prohibits the less devel- 
oped countries from becoming members. Secondly, countries are 
interested in Antarctica not only to conduct research but have other 
interests that have worldwide effects. For example, developments 
in Antarctica can actually (and do have) effect on the balance of 
the ecosystem of the world. It is said that—just to cite one example 
—a significant melting of the ice cap in Antarctica will raise the 
ocean to a dangerous level. Exploiting krill can actually upset the 
food chain links in the ocean. And this can be hazardous to the 
world. 


NEED FOR A NEW LEGAL REGIME 


One way of resolving the Antarctic problems is to create a new 
international legal regime to deal with all kinds of potential con- 
flicts. The primary purpose of this legal regime would be simply 
to protect the interests of mankind in a fair manner by establishing 
applicable laws in Antarctica. 

What laws can be made more applicable to Antarctica? The 
international law of common space has been proposed as an alter- 
native to the more restrictive Antarctic Treaty laws. Concepts of 
common space laws derive their legitimacy from practices that pro- 
tect and promote worldwide common rights. These practices are not 
without precedence. 

Common space laws to protect as well as promote worldwide 
common rights have been applied in the case of the high seas, the 
deep seabed and outer space. Antarctica, like all these common 
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spaces, is also devoid of population, rich in mineral resources and 
by virtue of its terra communis status cannot be legally appro- 
priated by any state or group of states. 

The Antarctic Treaty of 1959 has affirmed many of the common 
right practices. Preserving Antarctica for international as well as 
peaceful use is certainly a manifestation of universal aspirations. 
The Antarctic Treaty does not give any form of positive recognition 
to claims of territorial sovereignty in Antarctica, indicating the 
ambiguity surrounding competing claims of territorial sovereignty 
on the continent. It was so ambiguous that the claimants had to 
accept a compromise formula in 1959. Article IV of the treaty 
suggests that none of the provisions of the treaty can be interpreted 
as a renunciation or diminution of claims to the Antarctic territory. 
Yet in the same breath, the treaty also prohibits any explanation 
or interpretation of any treaty provision that could produce the 
effect of “prejudicing the position of any contracting party as re- 
gards its recognition or nonrecognition (emphasis added) of an- 
other state’s right or claim or basis of claim to territorial sovereignty 
in Antarctica.” 

Military activities e.g. maneuvers are also banned although the 
treaty permits the use of military personnel for research and sup- 
port of nonmilitary operations. The treaty also speaks of “complete 
freedom of access to Antarctic installations and facilities of all the 
countries with Antarctica” and their common interests in preserving 
the delicate environmental balance in Antarctica affirming the ap- 
plicability of common rights. 

There is, however, a discrepancy between practices in Antarctica 
and the expected legal result that usually accompanies such rights. 
While it has affirmed the applicability of concepts of common 
rights, the treaty has failed to adopt an appropriate legal frame- 
work to protect and implement these rights. The inconsistency be- 
tween practices and the legal structure to implement these rights 
arose mainly from the reluctance of some countries to accept the 
process of internationalizing the Antarctic Continent for fear they 
would lose everything they have on Antarctica. This fear is not 
justified. 

The legitimate rights of the Antarctic Treaty members will not 
be compromised. The proposed international legal regime in apply- 
ing common space laws will have to draft these to be universally 
acceptable, What the international community wants to do, among 
other things, is to correct and resolve any inconsistency which pres- 
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ently exists: to create an international legal regime or structure that 
can support the common interests of mankind. In the assessment 
of one authority, the Antarctic Treaty has affirmed the practices 
in accordance with common rights but presently “is seriously flawed 
as a mechanism for the protection and implementation of those 
rights.” l 

The treaty has also failed to provide, as we have earlier recog- 
nized, for full international participation in its structure of admin- 
istration. Only the United Nations acting on behalf of the interna- 
tional community can help to create the right mechanism that 
would allow for full international participation and at the same 
time create the proper legal regime for Antarctica. It would be 
extremely difficult to prescribe and enforce rules in Antarctica, espe- 
cially those pertaining to common rights under the present exclu- 
sive legal regime against nonsignatories. Only the U.N. can en- 
force these laws. Hence the need to create a new international legal 
regime based on the concepts of common space laws and common 
rights. 

The need to establish an international machinery and legal re- 
gime for Antarctica is more pressing than ever before. The primary 
purpose of this machinery is to promote the common interests of 
mankind (another term for the common heritage concept). 

It has been suggested here and elsewhere that the international 
law of common spaces could be applied in Antarctica to reinforce 
the common practices on the continent. 

Antarctica is an area reserved for peaceful purposes only, No one 
disputes this, Military bases, maneuvers, deployments and installa- 
tions are not permitted by the treaty, Military personnel may be 
used strictly in support of scientific research only. The treaty does 
not govern the exploitation or exploration of resources on Antarc- 
tica—a point which the international community would like to 
address. Since resource development is outside the jurisdiction of 
the treaty, its members have no valid reason to complain if the 
U.N. declares these resources as the heritage of mankind. Most 
certainly, these resources are not subjected to national appropria- 
tion. 

With some changes the concept of common heritage of mankind 
as applied to the seabed areas beyond national jurisdiction can be 
made applicable to Antarctica. An international legal regime for 
Antarctica, along the lines of the international authority, could be 
considered as a start. 
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COMMON INTERESTS OF MANKIND 


There is no turning back for the international community with 
regard to the question of Antarctica. Any reluctance on the part of 
the U.N. to support the common interests of mankind on Antarctica 
would indeed be an international tragedy. It would be tantamount 
to undermining the interests of the majority in favor of the select 
few. 

In the past ATCP had succeeded in isolating the question of 
Antarctica from the greater purview of international politics. The 
protests from the international community can no longer be si- 
lenced. The misgivings of the international community about the 
viability of the restricted Antarctic Treaty are further reinforced 
by the changing events in international politics. 

The simple fact is that the treaty is defective, Now under strain 
and stress, it no longer provides any incentive for states to accede, 
at least not within the present discriminatory setup that allows for 
a two-tier membership system. 

By all accounts, it is not a popular treaty. It is only a limited 
multinational treaty comprising 29 nations in a world 165 nations 
or more. Not only is it not international in character, it is defective 
as well as devoid of international support to function effectively. 
Whilst its preamble speaks of the need to preserve and promote the 
common interests of mankind, yet the treaty members are not 
willing to accommodate the larger interests of the international 
community. ATCP still wants to dominate and monopolize the de- 
cision-making policies. 

ATCP—primarily the original twelve—retains its monopoly over 
decision making by regulating access to the ATCP status. Under the 
present setup no state can achieve ATCP status without investing 
a great deal of resources on scientific investigation in Antarctica. 
Yet scientific research is only one of many legitimate activities in 
Antarctica. The membership of other countries cannot be precluded 
or prejudiced simply on the basis of their inability to conduct re- 
search on a sustained basis. 

It is indisputable that the present Antarctica regime has done 
commendable research in Antarctica. Yet, the treaty does not have 
a suitable organization structure to continue to support their com- 
mon right practices in a terra communis, What international society 
wants is to create a machinery or structure complete with the ap- 
propriate laws (of common space) in order to preserve, promote 
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and support the common interests of mankind. This requires adjust- 
ments to the present treaty setup which in its present form remains 
rather indeterminate. 

The present treaty does not deal with resource development—an 
important aspect of Antarctica, Recognizing its lack of authority in 
this critical area, ATCP has been meeting quietly to change the 
ground rules. Despite the lacunae some parties have maintained 
that the economic exploitation of the resources in Antarctica is one 
of “peaceful purposes” referred to in Article I of the treaty. This 
claim has dubious validity. 
` Admittedly, the line between research and commerce is very thin. 
It is difficult, for instance, to determine where research ends and 
commerce begins. Nonetheless, it would be insulting the common 
sense of most to rationalize the commercial activities of the Soviets 
and the Japanese with regard to exploiting and marketing Antarctic 
krill as being within the domain of research. In this case, the line 
between research and commerce is as clear as daylight. 

Undertaking activities outside treaty jurisdiction constitutes a 
breach of trust as much as acting in bad faith. In such a situation, 
the countries affected by their nonobservance of treaty stipulations 
can rightfully demand the termination of the treaty. 

Moreover, the material circumstances surrounding the treaty 
have been so drastically altered as to require a replacement of the 
treaty with a more flexible internationally supported legal regime. 
This article has shown the probable applicability of the doctrine of 
clausula rebus sic stantibus—i.e. the treaty is good only so long as 
the circumstances on which it rests remain unchanged. 

In this connection, we are often reminded of the fate of organiza- 
tions, societies, plants or even animals which fail to adapt to their 
changing environments. ‘They all tend toward extinction. 

We have argued for the intervention by the United Nations. We 
are convinced that the U.N. can bring about the necessary changes 
in an effort to promote international peace and cooperation. The 
U.N. would lay itself open to the charge of inaction or ineffective- 
ness if it does not seriously consider the need to internationalize the 
Antarctic Continent. 

As a first step, it would be proper for the U.N. to set up a per- 
manent committee within the General Assembly to study the im- 
plications of setting up a new international legal regime for Antarc- 
tica. At the same time, based on the report submitted by the secre- 
tary general at the 40th General Assembly meeting on the question 
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of Antarctica, it may even be necessary for the General Assembly 
to pass an interim resolution to restrain the treaty signatories and 
other interested parties from all activities of exploiting the resources 
in Antarctica pending the establishment of a new international legal 
regime there, Likewise, an international conference on Antarctica 
under the auspices of the secretary general of the U.N. could be 
convened to provide a forum for a frank exchange of views. 


NOTES 


The opinions expressed are the author’s own. They do not necessarily represent those 
of the Institute of Strategic and International Studies (ISIS), Kuala Lumpur or any 
element of the government. 

1 Argentina, Australia, Belgium, Chile, France, United Kingdom, Japan, Soviet Union, 
United States of America, New Zealand, South Africa, Norway, Poland, India, Germany 
(West), Brazil, Czechoslovakia, Germany (East), Bulgaria, Uruguay, Peru, Italy, Papua 
New Guinea, Spain, People’s Republic of China, Netherlands, Denmark, Romania, 
Finland. The first twelve are original members. 

2 Resolution 37/77 adopted at the 97th meeting on December 15, 1983. The secretary 
general’s report is distributed as A/39/583 of October 29, 1984. 

3 International Court of Justice advisory opinion of July 11, 1950. See also advisory 
opinions on voting procedures on questions relating to reports and petitions concerning 
the territory of South-West Africa (1955), and admissibility of hearings of petitions by 
the Committee of South-West Africa (1959). 

4 Article 62(2) in part reads: “1. A fundamental change of circumstances which has 
occurred with regard to those...may not be involved as a ground for terminating or 
withdrawing from the treaty unless (a) the existence of those circumstances constitutes 
an essential basis of the consent of the parties to be bound by the treaty, and (b) the 
effect of the change is radically to transform the extent of obligations still to be per- 
formed under the treaty.” 

5 See report of the Group of Experts on Mineral Exploration and Exploitation, ap- 
pended as annex F to Antarctic Treaty: Handbook of Measures in Furtherance of the 
Principles and Objectives of the Antarctic Treaty (April 1983). 

ê “Thaw in International Law? Rights in Antarctica under the Law of Common 
Space,” Yale Law Review, Vol. 87, 1978. 


JAPAN’S EXTERNAL ECONOMIC 
RELATIONS: 

TRADE BARRIERS VS. 
PERCEPTION BARRIERS 


By Akira Kubota 





ae uae ron JA 


Or of the most popular phrases in today’s Japanese mass 


media is keizai masatsu or economic frictions. Keizai masa- 

tsu refers to the series of negative reactions being generated 
in those foreign nations which have been strongly affected by 
Japan’s rapidly growing international economic role in recent years. 
Contrary to the charges often being made by some North American 
political and labor leaders to the effect that Japanese are largely 
insensitive toward foreign trade matters, the Japanese media do in 
fact pay much attention to the controversies being created by 
Japan’s swift rise as a major world economic power. 

Although the Japanese mass media cover positive foreign reac- 
tions to Japan’s economic success as indicated by such phrases. as 
“learning from Japan” and “Japanese management method,” they 
also extensively cover negative foreign reactions to Japan’s growing 
economic power. Of the numerous négative relations being widely 
discussed in the Japanese media, two particularly stand out: (1) 
foreign nations’ dissatisfaction that Japan maintains huge trade 
surpluses against them and (2) Japan does not import much for- 
eign industrial products..Such media attention to trade problems is 
more or less unavoidable largely because the United States is cur- 
rently launching massive diplomatic efforts against Japan in order 
to correct the trade imbalance between the U.S. and Japan. 

The Japanese media’s extensive coverage of the “economic fric- 
tions” of course largely mirrors what is generally reported in the 
North American mass media. Although Canada’s balance of pay- 
ments vis-à-vis Japan, which has been either favorable to Canada 
or virtually even, the United States has sustained tens of billions of 
dollars in trade deficit with Japan in recent years. But both Canada 
and, the United States have exported mainly raw materials, energy 
and agricultural products to Japan in exchange of Japanese-made 
industrial products. Both nations are quite dissatisfied with the fact 
that their industrial products have not effectively penetrated the 
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Japanese domestic market. 

For a nation not to be able to export much highly value-added 
products such as manufactured products inevitably creates the prob- 
lem of a significant reduction in the number of jobs—or more simply 
unemployment. In most democratic nations, politicians are under 
strong pressure to cope with unemployment; politicians must gather 
votes in order to stay in office, and to do so they are compelled to 
solve the unemployment problem. Therefore, the disparity in the 
types of goods being exchanged between Japan and North America 
directly affects domestic politics in North America and indirectly 
creates Japan’s “economic frictions.” 

In addition to the disparities in the physical dimension of the 
two-way trade between Japan and North America, we also find dis- 
parities in the psychological dimension of this trade relationship. 
Generally the Japanese and the North Americans simply do not 
agree on the causes of the trade difficulties. 

On the one hand, a considerable number of Americans and 
Canadians suspect that North America’s huge trade deficit vis-a-vis 
Japan might be primarily caused by the closed nature of the Japa- 
nese domestic market, and they also speculate that the people of 
Japan might be manipulating their customs inspection systems, anti- 
pollution measures or consumer protection standards in such a 
manner to systematically exclude foreign manufactured products 
from the Japanese domestic market. Perceptions of this nature are 
generally more informally stated than explicitly reported in the 
North American mass media, but sometimes they are most unam- 
biguously documented as was shown in the case of an editorial of 
the December 30, 1984 issue of the Detroit Free Press. 

On the other hand, a considerable number of Japanese suspect 
that the fundamental cause of the current U.S.-Japanese trade 
problems is the relative decline of America’s industrial competitive- 
ness. More simply, an increasing number of Japanese have begun 
to believe that Japanese industrial products are far more competi- 
tive than American industrial products so that the Japanese can 
easily increase the total amount of their export to North America 
even when North America applies such artificial trade barriers as 
voluntary quotas and orderly-marketing agreements to successful 
Japanese export items. Furthermore, when Japanese industrial 
products can easily compete with American products in their own 
home market, i.e., the American domestic market, these Japanese 
find it natural to conclude that American industrial products have 
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little chance in capturing any significant share of the Japanese 
domestic market. 

If I was to oversimplify these psychological disparities between 
the Japanese and the North Americans with respect to contempo- 
rary Japanese-North American trade relations, I would arrive at 
the following crude characterization: While the North Americans 
tend to blame the unfair trade practices of the Japanese people for 
the present trade difficulties, the Japanese tend to identify the lack 
of competitiveness on the part of the North Americans as the main 
source of these difficulties. 

Unlike physical disparities which are, for example, measured in 
terms of such specific units as the dollar in the case of the balance 
of payments and the categories of goods in the case of raw material, 
energy, agricultural products and manufactured goods, psychologi- 
cal disparities are much more difficult to measure and compare, In 
addition, we should not forget the fact that even within the same 
nation different people perceive a given issue in quite different way. 
Some North Americans may agree with the view held by many 
Japanese, and some Japanese may agree with the view held by 
many North Americans. 

Yet in a modal sense there is little question that there are con- 
siderable differences between Japan and North America with re- 
spect to the way in which the current trade difficulties are per- 
ceived. Space does not allow me to go deeply into the evidential 
basis of this issue, but it is not particularly difficult to cite scattered 
pieces of systematic and unsystematic data to support such an inter- 
pretation. According to the July 4, 1985 issue of the Windsor Star, 
a Canadian New Democratic M.P., Steven Langdon, accused the 
Japanese of being unfair in commenting on the latest Japanese- 
Canadian understanding on the Japanese automobile export to 
Canada. According to the June 10, 1985 issue of Look Japan, Kazuo 
Ueda blames IBM for not developing a Japanese-language-based 
word processor and accuses North American business of not serious- 
ly competing in the Japanese domestic market. It is interesting to 
note that the title of Ueda’s article is “Scapegoat Japan.” 

It is my contention that such perceived disparities in the current 
North American-Japanese trade difficulties are nearly as significant 
as the concrete statistical disparities in the same trade relationship. 
I am afraid that unless both the Japanese and the North Americans 
achieve a greater common understanding of the basic nature of the 
current difficulties, they are unlikely to find a more or less satis- 


122 


factory—or permanent—solution to the current trade difficulties. 
A full understanding between the North Americans and the Japa- 
nese is much more difficult than some North Americans appear to 
assume given the fact there are vast differences between them in 
terms of such critical variables as culture, history and language. 


UNFAIR TRADE PRACTICES 


The principal purpose of this article is to survey the perception 

barriers between the Japanese and the North Americans with re- 
spect to their mutual trade difficulties by focusing on such topics as 
the moral dimension of international disputes, industrial competi- 
tiveness, the selling of American’ communication ‘equipment to 
Japan, the exporting of Japanese automobiles to the United States 
and Canada, and GATT or the General Agreement on Tariffs and 
Trade, to analyze them from the perspective of a social scientist, 
and to explain why such perception barriers make it difficult to 
resolve these current trade difficulties. 
_ It is conceivable that this article may be criticized by some North 
Americans for being overly pro-Japanese. For one thing, I will try 
to introduce more data on Japanese perspectives than most articles 
which appear in North American newspapers and magazines. Quite 
understandably the North American media usually give greater 
space to North American perspectives, and the Japanese media 
Japanese perspectives. Since the number of Japanese who read 
North American newspapers and magazines is greater than the 
number of North Americans who read Japanese newspapers and 
magazines, it would be corrective to introduce at least one article 
which extensively surveys Japanese perspectives. Personally, I am 
inclined to believe that the North Americans need to gain a much 
deeper understanding of the Japanese perceptions of the current 
trade difficulties if they indeed hope to find a definitive solution to 
the existing difficulties. 

I have already mentioned that the North Americans tend to attri- 
bute the current North American-Japanese trade difficulties to what 
they consider to be Japan’s unfair trade practices. In addition to 
Canadian politicians, American politicians, e.g., Carl Levin, Donald 
Riegel, John Danforth, and others often make such a charge, and 
the accusation that Japan is getting a free ride on defense matters 
is of the same general nature. This perception of Japan being unfair 
is also shared to some degrees at the grass-roots level as shown in 
the Vincent Chin case in Detroit in 1982 or a national survey con- 
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ducted in the U.S. by the New York Times-CSB News poll in the 
May 29-June 2, 1985 period or a municipal survey conducted in 
Canada by Dr. James Chako on behalf of the Canadian federal 
Ministry of Multicultralism in 1982. 

Emphasizing the moral dimension of an international issue is a 
well established tradition in American diplomacy. For example, 
Woodrow Wilson’s diplomacy was highly moralistic, and according 
to George Kennan, America’s approach to the U.S.S.R. has gen- 
erally been strongly influenced by America’s value preferences. In 
other words, America’s approach to international affairs has distinc- 
tively been more moralistic and less realistic (or power-oriented) 
than Europe’s—especially Britain’s—approach to international af- 
fairs. Historically speaking, therefore, it is not particularly sur- 
prising to see American politicians publically debate on current 
trade difficulties in largely moralistic terms, 

A major advantage of a moralistic approach to a political issue 
is that it is usually more effective in communicating with the elec- 
torate than most other approaches. In general, most citizens have a 
very difficult time in understanding most political issues which are 
usually expressed in the economic, legal and political languages. 
But once an issue is presented in moralistic terms, it becomes easier 
for the electorate to understand it. This is a very important tactical 
question in election campaigning. Politicians usually prefer to stay 
in power, and to do so, they have to gather votes, and appealing to 
the electorate’s moralistic orientation often turns out to be a very 
effective electorate strategy. 

Yet an overemphasis on morality has its own drawbacks also. As 
many social scientists point out, value preferences tend to vary to 
a larger or lesser degree from nation to nation, and as Kennan and 
others argue, a heavily morally-oriented diplomacy is likely to intro- 
duce rigidity in international relations as we have seen during most 
of the present Reagan administration with respect to its relations 
with the U.S.S.R. While an appeal to morality may be highly effec- 
tive as an electoral strategy in modern dynamic democratic domestic 
politics, it also tends to limit the room for gives-and-takes in its 
external relations which are still largely the staple of international 
diplomacy. 

In addition, an excessive stress on morality in diplomacy may 
lead to the danger of self-righteousness or ethnocentrism in interna- 
tional relations. At least the nation which is subjected to such an 
approach is very likely to dismiss it as highly self-centered diplo- 


124 


macy. The poll taken by the Asahi, a leading newspaper in Japan, 
on May 15 and 16, 1985, tends to show such a reaction on the part 
of the Japanese people. 

Also the complaint that Japan is being singled out as the sole 
contributor to America’s trade deficit is challenged by an argument 
advanced by some Japanese that despite the fact that on a per 
capita basis—and not on the basis of the total amount—Canada is 
now contributing to America’s trade imbalance much more than 
Japan. However Canada is rarely criticized as vigorously as Japan 
by the Americans. Although I fairly faithfully follow the American 
mass media, I do not recall even a single occasion where a leading 
American politician made an emotional accusation that the Cana- 
dians are unfair traders. In any event, the Japanese often feel that 
they are misunderstood, and a few years ago, the Japanese Ministry 
of Foreign Affairs freely distributed copies of Endymion Wilkinson’s 
Misunderstanding: Europe vs. Japan. 

Two other problems pertaining to the moralistic approach to 
international trade disputes are: (1) an underemphasis of GATT 
and (2) unwillingness to channel the nation’s resources in the direc- 
tion of raising its industrial competitiveness. One peculiar aspect 
of the current Japanese-North American trade disputes is that al- 
most all of those who accuse Japan for being “unfair” and advocate 
a “tough” approach toward Japan choose not to employ the strategy 
of resorting to the GATT problem-settlement mechanism. At the 
present moment, GATT is the most important multinational treaty 
governing international trade, and it specifically provides for a body 
which more or less impartially deals with the kind of problems 
which now exist between Japan and North America. 

Thus when Canadian politicians and labor leaders advocate a 
“tough” approach toward Japan, what they have in mind is not a 
strict application of any abstract rules for the purpose of resolving 
a specific dispute, What they are looking for is a “political” or 
“common sense” solution and not a quasi-judicial solution being 
arrived at by a team of independent experts who apply pre-existing 
rules to a real and existing practical dispute. Although it may be 
incorrect to equate this “moralistic” approach with the street- 
fighter’s approach to a neighborhood problem, it is true that the 
“tough” school is no less interested in applying the pre-existing gen- 
eral rules such as GATT than the street-fighter is in applying the 
civil or criminal code. A principal aim of the “tough” school is job 
creation or employment, and they wish to compel Japan to invest 
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in Canada and to compel the Japanese to use Canadian parts in 
Japanese industrial products. Unfortunately, such measures are not 
envisioned in GATT whose fundamental doctrines are the division 
of labor and free trade. (Although many Canadians appear to 
insist that the U.S.-Canada Auto Pact is a “fair” arrangement, it 
is not considered to be ideal in terms of the more fundamental 
GATT framework.) 

Once a nation—or a considerable number of people in that na- 
tion—assume that another nation is a unfair trader, it is unlikely to 
recognize a serious need to further increase its industrial competi- 
tiveness. Although politicians and labor leaders in North America 
may generally assume that North American managers and workers 
are doing their best to compete with the Japanese, an increasing 
number of Japanese have begun to suspect that North America is 
not seriously competing with the Japanese. Or at least many Japa- 
nese appear to feel that the North Americans are not trying as hard 
as the Japanese. It is true that for some time North America has 
been attempting to “reindustrialize” its manufacturing industry by 
employing a large variety methods and strategies including those 
which have been successfully applied in Japan. Yet there is little 
question that there is a considerable perception difference between 
Japan and North America with respect to the precise degree of 
effort that North America is currently making in order to enhance 
its industrial competitiveness, 

The Japanese perception that North America may not be serious- 
ly competing with Japan emerges in a number of ways in the Japa- 
nese mass media. For example, I read approximately a decade ago 
articles introducing Japanese steelmen’s view that the U.S. steel 
industry had largely neglected to adopt new technologies in steel- 
making, e.g, automation, continuous -casting and the production 
of seamless pipes and galvanized steel. It is thus no surprise now 
that it recently had to seek an extensive government-backed orderly 
marketing program vis-a-vis the Japanese, European and Latin 
American Steelmakers. In this artical, however, I would like to 
forcus on two specific aspects of this competitiveness question: (1) 
a widespread Japanese charge that North American products ex- 
ported to Japan are not specifically designed and manufactured for 
the Japanese market and (2) the recent American efforts to 
“Americanize” the Japanese government’s procedures pertaining to 
import, e.g., the customs inspection systems, environmental protec- 
tion measures, and quality, health and other standards. 
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If an American or Canadian is to debate with a Japanese trade 
expert, the first suggestion that the latter is likely to make is that 
North Americans must study the language, culture and history of 
Japan and that they must ship to Japan those products which are 
specifically designed and manufactured for the Japanese domestic 
market. A specific example that such a Japanese is likely to cite is 
the location of the steering wheel of American cars currently being 
exported to Japan, since it is placed on the opposite side in terms 
of the Japanese road system. Neither the United States nor Canada 
is now producing even a single car with a steering wheel on the 
right-hand side, and all the cars that the U.S. and Canada are ex- 
porting to Japan have a steering wheel on the wrong side. While 
the Japanese automakers produce different cars for different for- 
eign markets, the American automakers currently refuse to make 
such elaborate adjustments. A practice of this sort of course makes 
it difficult for the Japanese to believe that the Americans are really 
seriously competing with the Japanese. 


CHANGE THE RULES 


The people of such a powerful nation as the United States have 
a tendency to argue that non-Americans ought to think and behave 
like Americans. Soon after Paul Robinson, the last American Am- 
bassador to Canada arrived in. Ottawa, he went around Canada 
and told the Canadians that the Canadians should think and behave 
more or less like the Americans, and much to his surprise he drew 
sharp reactions from the Canadian people. It is sometimes hard for 
some American senior political appointees to understand why the 
Japanese continue to stick with a culture which is very different 
from American culture. Thus when Malcolm Baldrige, the Amer- 
ican Commerce Secretary, visited Japan a few years ago, he urged 
the Japanese to Americanize their culture so that the Japanese 
would start buying more American products. 

‘When American products do not exactly meet Japanese con- 
sumers’ expectations or the Japanese government regulations, the 
Americans have basically two choices: (1) to develop and manu- 
facture new products which are specifically geared for the Japanese 
market or (2) to Americanize Japanese culture, rules and stand- 
ards. What is expected in GATT is the former and not the latter. 
But more and more Japanese suspect that the American govern- 
ment is becoming increasingly interested in the latter approach. 
The USS. is currently trying to “liberalize” the Japanese legal pro- 
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fession. What the U.S. is proposing now is not one of letting Amer- 
icans study the Japanese language and laws and to let them take 
and pass the Japanese bar examination. Instead the U.S. wants 
its citizens to be exempt from such a difficult process and asks Japan 
to permit American lawyers who are qualified only in the American 
legal context to practice in Japan with no systematic training in 
the Japanese legal system. The set of rules and standards governing 
communication equipment in Japan are far more strict than those 
in the U.S., and the U.S. is now trying to Americanize such rules 
over the very strong objection of Japanese bureaucrats, engineers 
and consumers, 

The Japanese perception that American business is not seriously 
competing with Japanese business in the Japanese domestic market 
is partly reinforced by the traditional philosophy of American busi- 
ness that a corporation manufactures only in the nation where it 
markets its products. In other words, it has usually not been a con- 
scious policy of many American corporations. to manufacture prod- 
ucts in a nation specifically for the purpose of marketing them in 
some other nations. Exporting is not an important objective of most 
American corporations, and in this sense the basic orientation of 
American business is quite different from that of Japanese business. 
It is thus not particularly strange for the American automakers to 
decline to change the location of the steering wheel only for the 
purpose of exporting automobiles to Japan. This of course leads to 
a curious situation in which while, on the one hand, American 
diplomats makes heroic efforts to open up the Japanese market, on 
the other, American business shows relatively little interest in taking 
full advantage of it. 

Similarly, the Canadians and the Japanese often disagree on the 
basic rationale of Canadian business with respect to the export of 
Canadian manufactured products to Japan. For many Japanese 
business executives, a large part of the Canadian manufacturing in- 
dustry is merely the branch plants of their parent American corpo- 
rations, and these Japanese assume that many of the Canadian 
plants were set up specifically for the purpose of marketing only in 
the Canadian market and not for the purpose of marketing in a 
third nation such as Japan where other subsidiaries of the same 
American corporations may already be operating. Some of the 
Canadian branches of the multinational corporations are not 
granted a world mandate, without which they can compete in the 
international market. 
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Since most of these basic manufacturing and marketing strategies 
have traditionally had some firm economic and other bases, they 
may be not so easily altered merely for the purpose of increasing 
the export of industrial products to Japan in order to cope with the 
balance of payments problem, Correcting the balance of payments 
may be a major problem for the government involved, but it is not 
necessarily a life-and-death problem for anyone of the leading 
corporations in the country involved. 

If it is difficult to fundamentally change the basic philosophy of 
American business, it is even more difficult to change the American 
educational system. It is very unlikely that American secondary or 
higher education will in the near future take up Japanese studies to 
the extent that Japanese secondary and higher education have taken 
up American and European studies over the last 130 years, Al- 
though the number of those who are studying the Japanese lan- 
guage in North America has increased rather dramatically in recent 
years, it may take at least a few decades if not a few centuries before 
it reaches the kind of level with which the Japanese are currently 
studying English and other European languages. Not many Amer- 
ican political and educational leaders are insisting on the urgent 
need of Japanese studies in order to gain a better understanding of 
the business and economy of Japan or to make a greater effort to 
design and manufacture industrial products specifically for the 
Japanese domestic market. 

I am not so certain that the North Americans will soon stop 
blaming Japan’s “unfair” trade practices for the current trade im- 
balance. It will not be easy for some North Americans to even 
listen to, if not to be persuaded by, Japanese explanations on the 
Japanese-North American trade difficulties, I am more or less con- 
fident that for some time to come American political and labor 
leaders are unlikely to propagate the kind of perspective which is 
presented in this article. The domestic pressure applied to a demo- 
cratic government to solve the unemployment issue is often much 
stronger than the determination of the leaders of such a government 
to honor its international treaty commitments. 

U.S. Senator John Danforth has adopted a flat policy of refusing 
to see any visiting Japanese officials on trade matters, and Canadian 
newspaper articles suggests that the Canadian media are unwilling 
to take at face value the Japanese ambassador’s contention that the 
Japanese market is essentially open. The last Japanese Ambassador 
to the U.S., Yoshio Okawara, recently conceded, according to the 
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May 15, 1985 issue of Shukan Shincho, that there is a widespread 
view in the U.S. that the U.S.-Japanese trade balance was mainly 
caused by the Japanese cheatings. According to the April 18, 1985 
issue of the Detroit Free Press, Lee Iacocca, Chrysler chairman, said 
to the members of the American Chamber of Commerce in Tokyo, 
“,.. Americans are frustrated and angry. They believe the Japanese 
are being unfair (in their trade practices)... .” It should be noted 
that the preceding statement was made in Japan and not in the U.S. 

Some Americans may not easily forget the well publicized con- 
troversy pertaining to the maze of Japanese rules and standards 
which hampered the sales of American aluminum baseball bats in 
Japan. To a larger or lesser degree, some Americans will probably 
continue to reject an explanation offered by some Japanese that the 
Hitachi-IBM industry spy case was caused more by the entrapment 
efforts of the FBI than by the criminal intent of the Japanese busi- 
ness executives involved. It is not necessarily easy to definitively 
prove whether a nation is an unfair trader or not especially when 
the nation which makes such a charge does not go before an au- 
thoritative dispute-settling machinery such as GATT. But this does 
not prevent that nation or many people in that nation from accusing 
another nation of being an unfair trader. 

On July 6, 1985, the Detroit Free Press carried an editorial in 
which it first cited the mark-up of approximately 100 per cent for 
the Chrysler Fifth Avenue being sold in Japan, and it then insisted 
that this clearly proves that the Japanese domestic market is not 
really open. This is one of the many examples illustrating how 
difficult it is for the North Americans and the Japanese to agree 
with each other. From the Japanese perspective, the editorial does 
not make much sense since the editorial omits any reference to such 
critical factors as the steering wheel being on the wrong side and 
this car not satisfying many of Japan’s regulations pertaining to 
pollution and safety. 

What this editorial clearly shows is that some Americans pay 
virtually no attention to the Japanese view that gasoline is very 
expensive in Japan, that most “rational” Japanese are unlikely to 
be interested in such a gas guzzler as the Chrysler Fifth Avenue 
and that the extremely low volume business of selling American cars 
in Japan inevitably leads to a very high mark-up. Finally, this 
editorial charges that Japan imposes very high duties on American 
cars reflecting the tendency of many Americans to reject the Japa- 
nese explanation that Japan’s commodity tax is not a duty and is 
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not discriminatory against foreign products. Even a major news- 
paper such as the Detroit Free Press has the most serious difficulty 
in appreciating what many Japanese consider to be the material 
facts of the issue. 

On the basis of what I have noticed in the Japanese mass media 
during the last few months, I tend to suspect that Japan has reached 
a new critical stage with respect to its trade problems with North 
America. This is shown in two of the proposals which are now 
actively debated in Japan. One is to impose an export surcharge 
tax, and the other is to give financial assistance—mainly easy credit 
—to goods to be imported into Japan. 

Japan will probably increasingly Americanize Japan’s regulations 
and standards as a results of America’s extraordinary efforts to 
“open up” Japan’s domestic market. Japan will continue to increase 
its purchase of agricultural products from the United States despite 
the fact that Japan already buys more food from the United States 
than any other nation. Japanese corporations will invest more and 
more in both the U.S. and Canada. But even to contemplate on such 
measures as imposing a tax on the goods that a nation exports or 
lending low-interest loans to boost the nation’s imports—which 
probably no nation in the world currently practices—clearly sug- 
gests how desperate the situation has become. 

At the bottom of all of these difficulties, I suspect a basic percep- 
tion gap between Japan and North America with respect to indus- 
trial competitiveness. While for many Japanese the gap in indus- 
trial competitiveness is sufficiently large so that it cannot be dis- 
missed or easily overlooked, for many North Americans it is small 
enough to be dismissed out of hand or to be largely ignored. Maybe 
many North Americans are unwilling to believe that a geographical- 
ly small nation such as Japan can improve its industrial competi- 
tiveness so rapidly and so dramatically that it can now effectively 
compete with such a large nation as the U.S. 

On the one hand, the Japanese tend to assume that the quality 
of their engineers and workers is superior to that of North America, 
that their work ethics is stronger than North America’s work ethics, 
that the group (zaibatsu) approach of Japanese corporations gives 
them a stronger financial position vis-a-vis North American multi- 
nationals, and that their personnel management is far more effec- 
tive than that in North America. In terms of the Japanese perspec- 
tive, therefore, any ordinary market-opening measures such as those 
currently being pushed by the U.S. government are unlikely to make 
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a significant dent in the trade deficit which is now expanding at a 
phenomenal rate and is apparently out of control. 

On the other hand, most North Americans—including America’s 
key political and industrial leaders—are unlikely or unwilling to 
take such an alarmist, if not a pessimistic, view. Some of them may 
continue to suspect that cheap labor, copying and unfair trade 
practices might be the principal causes of the massive deficit in the 
balance of payments. Many of them tend to assume that they are 
doing as much as they are expected to do or capable of doing. To 
do more—e.g., creating quality circles in every American plant or 
to impose an across-the-board-wage cut of, say, 30 per cent or 40 
per cent—does not seem necessary, according to this American 
view. I tend to suspect that Roger Smith, GM chairman, or Owen 
Bieber, UAW president, are unlikely to start going around the coun- 
try and making speeches for urging the American automakers to 
put the steering wheel on the right hand side for those cars which 
are destined for Japan. I would assume that Lee Iacocca is unlikely 
to voluntarily give up some of the $13 million he apparently made 
in salary, bonus and stock option in 1984 thus setting an example 
for every Chrysler salaried and hourly worker to:sacrifice so as to 
design and manufacture small inexpensive fuel efficient cars which 
are truly competitive with Japanese cars. 


JAPAN WAY AHEAD 


The extent of perception gap between Japan and North America 
is such that when American workers talk about hard work, they do 
not necessarily mean doing calisthenics every morning or to “volun- 
tarily” give up 50 per cent of one’s paid yearly vacation time. The 
gap is sufficiently wide so that probably a very large number of 
Americans may not fully realize that the U.S. no longer leads Japan 
in many industrial areas such as steel, shipbuilding, automobiles, 
TVs, radios, tape recorders, video cassette recorders, electronic 
microscopes, watches, cameras, motor-cycles, copiers, musical in- 
struments, machine-tool, kerosine stoves, calculators, solar batteries, 
zippers and some components of the computer such as semicon- 
ductors. I am not sure that many leading Americans are prepared 
to accept the view held by many Japanese that except for weapons, 
aerospace, computers and a few other items, America is now behind 
Japan (or about to be surpassed by Japan) in many industrial 
sectors and is unlikely to regain its former position in the near 
future. 
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It appears that the central theoretical base of the current U.S. 
economic diplomatic offensive against Japan is the doctrine of free 
trade. The U.S.’s basic approach appears to be one of conducting a 
public relations campaign that the Japanese market is still largely 
closed, forcibly opening it and increasing U.S. exports to Japan by 
giving American business a real opportunity to compete with Japa- 
nese business, and thus eliminating the U.S.’s trade deficit with 
Japan. I am not so certain that completely free trade is really ad- 
vantageous to the U.S. When there are little perception barriers 
and thus little underlying cultural barriers, the theory of free trade 
may lead to genuine competition, efficiency and the restoration of 
an equilibrium in the international balance of payments. But when 
there are significant perception barriers, the practice of free trade 
may hasten the economic demise of the nation which is incapable of 
assessing the true industrial competitiveness of its principal com- 
petitor. It is at least clear that for some Japanese the current Amer- 
ican trade policy makes relatively little sense in terms both the 
U.S.’s and Japan’s basic interests. 

Although we live in an electronic age of instant global com- 
munication, we must accept the fact that certain nations have a 
serious difficulty in understanding certain other nations, and it is 
very unlikely that the Japanese and the North Americans will in 
the near future fully agree on the exact causes of the trade diffi- 
culties that now exist between them. It is thus quite probable that a 
considerable amount of tension will continue to exist between Japan 
and North America for some time to come. I am afraid that for 
years to come newspapers, magazines and TV news programs in 
both North America and Japan will continue to carry sensational 
news on the trade difficulties between North America and Japan. 
The Bungei Shunju, the most popular monthly magazine in Japan, 
carried an article entitled “The National Crisis: the U.S.’s ‘Ulti- 
matum, ” in its June 1985 issue. 

Although the North American economy is now apparently in the 
up-swing phase of the business cycle and is relatively prosperous, 
few economists discount the probability that another major or 
minor recession will arrive in North America in the matter of two 
or three or four or five years, and we are likely to see at that time 
extremely serious tension in Japanese-North American economic 
relations. The world trading system as we know today it may be 
very seriously damaged if not destroyed once we face such a major 
economic crisis, although all nations of the world—and especially 
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all major trading nations—have a vested interest in preserving the 
existing trade system. 

It is not particularly difficult to damage the present GAT'T-based 

international trading system. For example, in the early summer of 
1982, the government of Canada chose to implement the policy of 
individually inspecting the Japanese cars being imported to Canada 
ostensively for the purpose of retaliating against what Canada con- 
sidered to be Japan’s closed automobile market. This arose because 
some Canadian officials apparently rejected the Japanese view— 
which Canada had been accepting until that moment—that while 
Japanese cars needed only type approvals since they were specifical- 
ly manufactured for the Canadian market, Canadian cars needed 
individual approvals since they were not tailored for the Japanese 
domestic market. Needless to say, this new policy had the effect of 
virtually stopping the import of Japanese cars to Canada. 

A more proper response under GATT would have been to lodge 
a compliant with GATT and to let it investigate, Me problem in- 
volved. Direct action is discouraged in international relations as it 
is in domestic relations. Canada was apparently repeating a similar 
action that France took earlier against Japa ‘with respect to the 
video cassette recorder case. 

Even in the twentieth century, some natjons behave more like 
street-fighters. A few nations would even dare to defy the Interna- 
tional Court of Justice (or more popularly dalled the World Court) 
as in the case of the United States in 1985 with respect to its dis- 
agreement with Nicaragua on how secufity in Central America 
ought to be maintained. When Henry Kissinger visited Tokyo and 
warned the leaders of Japan’s ruling patty about America’s anti- 
Japanese feelings on trade issues and possible Congressional pro- 
tectionist measures, as reported in the July 2, 1985 issue of the 
Hokubei Mainichi, he did not seem to rule out those measures which 
would violate GATT and other related international treaties. 

With the increasing use of voluntary| quotas, orderly-marketing 
agreements and other similar devices in recent years, the current 
world trading system has been weakened to some degree and has 
certainly not been functioning as well as it was intended by the 
drafters of the original GATT treaty or/by some theoretical inter- 
national economists. However, at the time of any major economic 
crisis which is comparable to the Great/Depression of 1929 and the 
oil shortages of 1973 and 1977, we probably have to expect vastly 
more serious blows to this already fragile system. 
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In 1971 President Richard Nixon unilaterally imposed a 10 per 
cent import surcharge tax, and in 1973 he restricted the export of 
certain goods which were considered to be short in supply in the 
U.S. Although these measures were subsequently withdrawn, they 
probably aggravated rather than ameliorated the international 
shortage crisis. It seems to me that one of the measures which we 
have thus far largely ignored and we can now more seriously pursue 
is to reduce as much as possible the prevailing perception barriers 
among nations on their mutual trade conflicts and to create a new 
atmosphere of greater information supply and deeper mutual under- 
standing in which the existing trading system will be given a far 
greater probability of being able to withstand any of the most seri- 
ous future challenges. ` 

I have personally seen Senators Levin and Riegel of Michigan 
become highly emotional on Japanese trade matters. I have read a 
column written by George Will linking the current Japanese-North 
American trade crisis with the Pearl Harbor attack of 1941. I have 
seen a cartoon in a Detroit newspaper showing Japanese military 
planes dropping automobiles (but not bombs) on the USS. soil. I 
have actually acted as an interpreter-guide in a trade negotiation 
in which a North American businessman said that we already 
fought a war, so that in order to avoid a repetition of such a tragic 
outcome, the Japanese ought to buy more from North America. In 
this article, I might have said many things that some North Amer- 
icans may not particularly want to hear. But it looks to me that 
verbal warfare is still decidedly more preferable to military warfare. 
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SINO-BRITISH AGREEMENT AND 
POLITICAL POWER IN 
HONG KONG 


By Ian Scott 


HIS article rests on the assumption that political power in 
Hong Kong in the run-up to 1997 will consist of a mix of 
_ three primary ingredients: local Hong Kong opinion ex- 
pressed through elected representatives; opinion of the People’s 
Republic of China (P.R.C.) expressed formally through the New 
China News Agency and informally through the co-optation of key 
political figures, institutions and organizations, and the residual 
power of the Hong Kong government reflecting increasingly the 
views of local Chinese civil servants rather than British expatriates. 
The. latter is particularly important since a smooth transition to the 
status of a special administrative region (SAR) under Chinese 
sovereignty may well depend on the attitudes of middle and senior 
level civil servants toward the future. It may be desirable initially, 
however, to consider the major features of the other two elements 
and their relationship to political power in the civil service. 

There is a possibility, though not a great one, that real power 
will be gradually devolved to the Hong Kong community over the 
next decade, resulting eventually in political parties, a fully elected 
Legislative Council and a responsible ministerial system. For this to 
occur, local opinion will have to be much more vocal and better 
organized than it is at present, for there appears to be no great 
enthusiasm for the development of representative government in 
Hong Kong on either the British or the Chinese sides. Local opinion 
was successfully circumvented during the Sino-British negotiations 
and, although the cosmetic device of an assessment office was used 
to test the acceptability of the agreement,’ Hong Kong people were 
in effect presented with a fait accompli. It might be argued that 
neither Britain nor China are likely to be particularly anxious to 
create institutions with real power whose members might challenge 
the provisions or the implementation of the agreement. Some local 
commentators, however, contend that the development of sound 
representative government as quickly as possible is the best safe- 
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guard for maintaining the tersitory’s autonomy which is formally 
guaranteed in the agreement.” 

The Hong Kong government’s position, outlined in a 1984 White 
Paper on representative government, rejects direct elections to the 
Legislative Council and the establishment of a ministerial system 
oh the grounds that “the prosperity and stability of Hong Kong 
[should] not [be] put at risk by introducing too many constitutional 
changes too rapidly.”* The White Paper finds little public support 
for direct elections but posits a gradual move toward a “very small 
number of directly elected members in 1988 and building up to a 
significant number of directly elected members by 1997.’* There is 
no mention of devolution of power to unofficial elected members of 
the Legislative Council and the issue of the composition and powers 
of the Executive Council is left open for future discussion. The new 
Legislative Council which was constituted in September 1985 con- 
sists of ten official members, 24 indirectly elected members (selected 
by an electoral college of the local district boards and through func- 
tional constituencies composed of business, labor and professional 
groups) and 22 appointed members. The governor has the power 
to dissolve the council at any time.> There is no evidence in the pro- 
posals that the government is contemplating any real devolution of 
power. The White Paper specifically rejects adversarial politics and, 
implicitly, the growth of political parties and a system of ministerial 
responsibility. In their absence, however, senior civil servants will 
continue to play key political roles serving on both the Legislative 
and Executive Councils. Although they will be joined on these coun- 
cils by increasing number of elected and appointed unofficial mem- 
bers, the career civil servants, by virtue of their experience and ac- 
cess to information, will no doubt still hold the dominant position 
in both the formulation and implementation of policy. 

At the local government level, some reforms have been intro- 
duced in recent years arid elections to district boards were held in 
1982 and, again, in March 1985.° But the boards enjoy little more 
than the right to be consulted. The government even reserves the 
power to appoint members to “balance” their composition.’ It is con- 
ceivable, however, that representation on the boards will provide a 
base for broader and more effective comment by the community on 
its affairs and perhaps also for the creation of political parties. The 
March 1985 board elections were hotly contested by various pres- 
sure groups and political alignments, some of whom were successful 
in winning seats in a number of constituencies on different boards. 
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Following the elections, a number- of “societies” were registered 
which, in terms of their aims, came close to being political parties.’ 
Those alignments are still very new and rudimentary and it remains 
to be seen whether they will be able, or will’ be permitted, to extend 
their influence to the Legislative or Executive Councils as political 
parties. y 

There must, then, be considerable doubt whether there is any in- 
tention on the part of the British or Hong Kong governments to 
transfer power to popularly elected representatives before 1997. The 
number of such representatives will definitely be increased. They 
will, it appears, be consulted on some aspects of policy and they may 
even exercise some decision-making power in local government mat- 
ters. But a complicated franchise, obscure electoral provisions and 
an unwillingness to delineate precisely where political authority lies 
have long been the hallmark of British decolonization practices. 
They blur the consequences of a transfer of power while at the same 
time serving to maintain temporary political stability. It may be 
that the Hong Kong government will be unable to contain demands 
for representative government and will have to concede a fully 
elected Legislative Council, political parties and a ministerial sys- 
tem before 1997. But at present this seems unlikely. 


CHINESE POSITION 


One view, which stands in juxtaposition to the notion that rep- 
resentative government offers some safeguard for Hong Kong’s 


_ autonomy after 1997, is that the Communist Party, as the only 


organized political party in Hong Kong, has the most to gain from 
such developments.’ If access to real power were conceded, so the 
argument goes, the Communist Party would be best able to capi- 
talize on this in the electoral arena. During the Sino-British negotia- 
tions, the Chinese side, at a critical point in discussions between 
August and November 1983, did seek to arouse populist sentiment 
against British colonialism. “Hong Kong for the Hong Kong people” 
was at that time a slogan endorsed by the Chinese leaders. Follow- 
ing Britain’s concession of sovereignty, however, no further populist 
appeals were made. In retrospect, there is no reason to suppose that 
this was anything more than a bargaining counter in the negotia- 
tions. In addition, there are other good reasons why it seems unlikely 
that China would wish to encourage the development of representa- 
tive government or would seek to settle Hong Kong’s future through 
the ballot box. 


First, probably the major reason why the British and Hong Kong 
governments are unwilling to devolve power to the population is 
that they fear that it will jeopardize the provisions of the agree- 
ment. A strong democratic voice, saying precisely what it would and 
would not tolerate in Hong Kong, could well prove unacceptable to 
Voth Britain and China. On the other hand, Britain might well 
regard an electoral effort by the Communist Party as a violation of 
the spirit of the agreement and could still exercise sufficient au- 
thority to prevent it from gaining power through the control of rep- 
resentative institutions. 

Second, if the Communist Party took the field, it would un- 
doubtedly provoke the rapid political evolution of groups opposed 
to it. The alarm in Hong Kong following Deng Xiaoping’s state- 
ment that units of the People’s Liberation Army (PLA) might be 
stationed in Hong Kong after 1997 is symptomatic of local suspi- 
cions about China’s intentions.” Even in the March 1985 district 


board elections, questions were raised about the eligibility of a can- . - 


didate who was a member of the Chinese People’s Consultative -' 
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Committee, although it seems clear that there was no organized 
effort by China to support candidates in that election." An attempt 
by the Communist Party to participate in future elections might 
well threaten the political stability and economic prosperity of Hong 
Kong to which both Britain and China are committed. 

‘Third, and perhaps most important, China has, at its disposal, a 
far more effective and subtle strategy for securing political control. 
This might be characterized as an attempt to obtain the support of, 
or to work with, influential local leaders and organizations and to 
set up “front” organizations where it considers them necessary. This 
is not, in itself, a new development. Leftwing unions, for example, 
consisting of 92 unions affiliated or friendly to the pro-P.R.C. Hong 
Kong Federation of Trade Unions and accounting for 54 per 
cent of union membership have for many years been compliant to 
Beijing’s desire for industrial peace in Hong Kong.” What is new, 
however, is that China’s coming accession to sovereignty over Hong 
Kong means that no prominent individual or organization, directly 
or indirectly concerned with political affairs, can act wholly without 
regard to the views of the P.R.C. To date Chinese influence appears 
to have been restricted to “familiarization” tours of major institu- 
tions by New China News Agency officials, possibly to some efforts 
to. reduce the already dwindling presence of the pro-Taiwanese 
press and perhaps to attempts to place party cadres in key institu- 
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tions.“ (There are presently estimated to be some 2,000 party 
cadres in Hong Kong and there have been suggestions that the Com- 
munist Party might begin recruitment drives in the territory.)* New 
organizations, backed by the Chinese, have also been created. In 
March 1985, for example, a Federation for New Territories Com- 
munity Organization was launched which was said to enjoy the 
support of 26 different groups representing 50,000 people (in- 
cluding the traditional power-holding group in the New Territories, 
the Heung Yee Kuk) but which was to be led by a local member 
of China’s National People’s Congress, Li Li-san. Such develop- 
ments are consistent both with the establishment of compliant in- 
stitutions, such as the leftwing unions, and with the notion of a 
“united front” providing “representation” of Hong Kong opinion 
from a range of occupational groups to such Chinese political in- 
stitutions as the National People’s Congress and the People’s Con- 
sultative Committee.!® This method of selection does not, of course, 
indicate a commitment to representative government; those selected 
are no more or less representative than the Hong Kong govern- 
ment’s appointees to the Legislative Council. 

There is little evidence, then, to suggest that the Chinese would 
in any way support moves toward more representative government 
in Hong Kong. Indeed, there is reason to suppose, to the contrary, 
that they are suspicious of the very limited reforms which have been 
introduced by the Hong Kong government.” China expects, it 
seems, a politically acquiescent Hong Kong with policies which 
would not conflict with its own. The ideą of “one country, two sys- 
tems” appears to refer to China’s willingness to tolerate a capitalist 

‘ economic system in Hong Kong. The extent to which it is willing to 
tolerate the political system which goes with it is far less clear. Its 
main concern, now that the question of sovereignty has been settled, 
seems to be to maintain an economic system in Hong Kong which 
will aid its own modernization objectives. This raises numerous 
medium and longer term problems, Although the capitalist system 
is guaranteed by the agreement for fifty years after 1997, it is not 
clear what mechanisms, if any, could be created to avoid cofflict 
between the policies of the Hong Kong Special Administrative Re- 
gion and those of China. It is equally unclear whether Hong Kong 
as a Capitalist economic system can survive without the prerogatives 
of the capitalist state and the way in which it works in the territory. 
No doubt some of these issues will be resolved when the Basic Law, 
incorporating the agreement into China’s constitution, is formu- 
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lated. But the real issue is not s much the formal legal description 
of relations between Hong Kong and China as the question of con- 
fidence in.the system. And it is perhaps expecting rather too much 
of Hong Kong people to ask them to have confidence in the in- 
formal, highly complex political system which is still emerging. 

* The argument, to this point, has been that neither Britain nor 
China have any particular reason to permit the development of 
fully representative government in Hong Kong. In the period up to 
1997, Britain (or rather, its surrogate, the Hong Kong government) 
will continue to administer the territory.” Its authority may be 
tempered both by the force of local opinion and by the influence of 
the P.R.C. but it will retain residual decision-making power in Hong 
Kong. For this reason, it is important to examine the ability of the 
civil service to fulfill this role and the attitude of its members toward 
the future. 


HONG KONG CIVIL SERVICE 


The Sino-British agreement has remarkably little to say about the 
bureaucracy. It notes that an “impartial, stable and effective” pub- 
lic service is an essential factor for Hong Kong’s future stability and 
prosperity; that serving officers will be able to continue in employ- 
ment on terms of service no less favorable than before July 1, 1997; 
that selection and promotion will continue to be based on “quali- 
fications, experience and ability ;” that foreign nationals may be em- 
ployed after 1997 except at the highest levels, and that all pensions 
and benefits due to retiring civil servants will be paid by the new 
government. The basic assumption is that the Hong Kong civil 
service will continue to function much as it has done in the past, 
perhaps with fewer expatriates than previously, but with its modus 
operandi firmly in place and with its control and effectiveness in the 
community unimpaired.” This is a large assumption and one which 
ignores potentially disruptive factors which could affect the stability 
of the civil service, not the least of which is the attitudes of civil 
servants themselves toward the agreement. 

In-one respect, the agreement can be seen as a program for the 
gradual reduction of the British presence in Hong Kong. As an 
exercise in decolonization or localization, however, it presents rather 
different problems from British experience in other former colonies. 
The obvious point of difference, of course, is that Hong Kong will 
become part of China rather than an independent state in 1997. 
Aside from this, the character and composition of the Hong Kong 
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civil service is now some distance:éway from the traditional, rather 
typical, colonial bureaucracy which existed in the 1960s at the high 
tide of British decolonization practices elsewhere. In the first place, 
the Hong Kong civil service is already overwhelmingly composed 
of local recruits.” In 1984, the total strength of the civil service was 
170,051." Of these, 166,321 were civil servants in departments 
which had 100 per cent localization policies and 164,439 (98.9 per 
cent) were in fact local officers. The major exceptions to the 100 
per cent localization policy are the administrative service and the 
grades in the police of police inspector and above. Even in these 
grades, however, 61 per cent of all police officers and 55.7 per cent 
of the administrative service were local officers in 1984.” Related to 
this—and in stark contrast to many other former colonies—local of- 
ficers in senior position in the civil service have relatively high for- 
mal-educational levels. One study, for example, shows that locals in 
senior positions tend to have more years of university education than 
` their expatriate counterparts (2.8 years on average compared to 1.2 
year on average) .% While it is true that expatriates still hold many 
senior civil service positions, there is no doubt that the Hong Kong 
civil service could function effectively without them. The critical 
question is whether young, upwardly mobile local officers, as well 
as new recruits, will still see the civil service as a promising career 
in the light of the agreement. 

In this regard, the sanguine assumption that the civil service will 
perform much as it has always done is open to question. A signifi- 
cant proportion of senior and middle level civil servants clearly have 
doubts about the agreement, some of them sufficiently serious to 
make them want to emigrate from Hong Kong. For example, in a 
survey of civil servants who had completed or were in the process 
of completing postgraduate education at the University of Hong 
Kong, some 29.21 per cent indicated that they intended to emigrate 
and a further 16.86 per cent were uncertain of their intentions (See 
Table T). When asked whether they would emigrate if they had the 
legal means to do so, the percentage rose to 36.26 per cent with a 
further 5.5 per cent having the legal right to emigrate if they wished 
to do so (See Table II). The civil servants surveyed represent a 
highly educated group who have either reached or have good pros- 
pects of reaching the top positions in their departments or grades. 
If they are in fact able to leave, there will be a brain drain of sub- 
stantial proportions which may call into doubt the capacity of the 
civil service to continue to play its present, highly visible, central 


Table I 
Attitudes of Senior and Middle Level Civil Servants to 
Emigration from Hong Kong (in percentages)1 











(N=100)2 
Local Expatriate Total 
‘Intend to emigrate 29.21 81.81 35 
(N=26) (N=9) 
Intend to stay 53.93 0.00 48 
(N=48) (N=0) 
Uncertain 16.86 18.19 17 
(N= 15) (N=2) 
Total . 1008 1008 100 





Notes: 

1. The question asked was: “Do you intend to emigrate from Hong Kong?” 

2. Two responses were unusable. 

3. Figures rounded. 
In a poll conducted in 1984 by the Hong Kong Association for Continuing 
Education, the following question was asked : “The draft agreement is now 
initialed and Hong Kong will enjoy a high degree of autonomy after 1997. 
Would you consider emigration because of lack of confidence?” The response 
was (a) will emigrate 489 (9.65 per cent); (b) would like to emigrate, but 
financially incapable 2,122 (41.87 per cent); (c) will not emigrate 2,365 (46.67 
per cent), and (d) others 92 (1.82 per cent). It should be noted that the re- 
spondents to this questionnaire had lower levels of education and (probably) in- 
come than in my survey. f 


Table IT 
Attitudes of Senior and Middle Level Civil Servants to Emigration from 
Hong Kong If the Legal Means Were Available (in percentages) 1 








(N=102) 
i Local Expatriate 
Would emigrate if legal means were available 36.26 9.09 
(N=33) (N=1)2 
Would not emigrate even if legal means were available 39.56 0.00 
(N=36) (N=0) 
Uncertain 18.68 0.00 
° (N=17) (N=0) 
Holders of foreign passports? 5.50 90.91 
(N=5) (N= 10) 
‘Total. 1004 1004 
manasan Banana Ea 


Notes: 

1. The question asked was: “Would you emigrate from Hong Kong if you had the 
legal means to do so (i.e. a foreign passport) ?” 

2. One civil servant employed on expatriate terms held a British (Hong Kong) 
passport. 

3. That is, a passport (or other document) conferring right of abode in a country 
other than Hong Kong or China. 

4. Figures rounded. 
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role. For the moment, however, civil servants do not appear to be 
leaving Hong Kong in large numbers. (The wastage rate for 1983/ 
84 was a normal 4.2 per cent but the critical 1984/85 figures have 
not yet been released.)* Few of the respondents to the survey have 
already packed their bags; only three out of 100 expect to leave 
within the next two years. Most appear to take a “wait and see” 
attitude although a significant percentage seem determined to 
emigrate in the longer term. 


CIVIL SERVANTS’ CONCERNS 


Central to the concerns of those who saw problems with the 
agreement was their unwillingness to trust Chinese assurances. Of 
those respondents who did foresee difficulties, most implicitly ac- 
cepted, when asked to give reasons, that the future Hong Kong SAR 
government would not be permitted to enjoy the “high degree of 
autonomy” provided for in the agreement. One respondent wrote: 

“Communists are not the kind of people to be trusted. Peking 
people will be ruling Hong Kong in the near future. Civil serv- 
ice regulations (and other related documents) will have to be 
substantially changed. Civil servants who do not want to work 
for Peking and who are not loyal to Peking will simply have to 
leave.” 

Another commented: 

“How much trust will the ‘new masters’ place in local civil 
servants (at middle to senior levels)? How much freedom of 
decision and implementation of degision will be given to such 
civil servants? Communist or totalitarian regimes tend to cen- 
tralize power. Will they therefore allow full freedom for Hong 
Kong civil servants to make policy decisions?” 

A few felt that the British government had reneged on its respon- 
sibilities to Hong Kong and that its action, in preventing immigra- 
tion to Britain, showed a lack of confidertce in the agreement. Lo 
Tak-shing, a prominent legislative and executive councillor, ex- 
pressed a similar view, when he resigned in disgust in February 
1985, over “Britain’s failure to accept its obligations to British sub- 
jects in Hong Kong.””* In general, those respondents who foresaw 
difficulties with the agreement were concerned with the possible loss 
of personal liberties, with political appointments to the civil service 
and, as they saw it, with the prospect of direct Chinese rule over 
Hong Kong. 

The cultural and economic implications of the agreement for the 
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civil service also attracted unfavorable comment from some re- 
spondents. At present Hong Kong’s bureaucratic culture owes much 
to British administrative practice modified, in some instances, to 
meet the demands of local circumstances and values, It is char- 
acterized by a high respect for routine practices—particularly since 
the establishment of the Independent Commission against Corrup- 
tion in 1974—and often by a singular lack of innovation and im- 
agination.”” The basic task of government are usually compléted 
with considerable efficiency, especially when precise guidelines for 
performance are laid down; it is weakest when unexpected prob- 
lems arise or when new policy initiatives are required. In recent 
years, it has tried to become more responsive to popular demands 
and needs and it does now play a central role in the lives of the 
community. As an organization, however, it probably still seems 
remote and distant to the ordinary citizen.” 

These characteristics may also help to make the Hong Kong civil 
service an effective socializing agency. The young recruit has tradi- 
tionally been taught that, if he carries out routine tasks without 
much deviation from the rules, he can expect an “iron rice bowl,” a 
salary competitive with the private sector, good career prospects in 
most departments and, after a few years, security of tenure.” It is 
perhaps not surprising that civil servants should feel comfortable 
with the practices in which they have been trained, practices which, 
by all accounts, are very different from those of the Chinese bu- 
reaucracy.” There is some fear among civil servants that one effect 
of the agreement will be to disrupt traditional bureaucratic behav- 
ior. As one respondent ‘put it: “The whole working procedure in 
the government machinery will have to be modified and civil serv- 
ants will need to be ‘retrained.’” Another expected a change in 
“management style, to which I, trained in the Western form of 
education, may find it taxing to get used to.” 

Some respondents also*believed that Chinese (whether Cantonese 
or Potughua was not specified) would be introduced as the sole 
language of the civil service after 1997. Others were apprehensive 
that Communist Party cadres would interfere with the daily work 
of government, that civil servants might be required to serve two 
masters, or even that they might be transferred to work in China. 

Associated with these concerns about working conditions were 
quite specific concerns about the economic future of civil servants. 
Many of these were originally voiced by civil service-unions and 
professional associations when the agreement was first announced. 
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Despite the assurance that terms of service would be less favorable 
than before 1997, many unions had doubts on this point. The Hong 
Kong Institution of Engineers, for example, asked if a “comparison 
between terms and conditions of services’in the civil services of 
Hong Kong and China (could) result in a deterioration in the 
former,’ 

The Hong Kong Chinese Civil Servants Association also noted 
that any reduction in the attractiveness of salaries would affect the 
stability of the administrative structure.” Many respondents in the 
survey raised the issue of salary with some concluding, rather gloom- 
ily, that disparities between the economic systems of China and 
Hong Kong would not, for long, permit the maintenance of the 
much higher salaries and fringe benefits of Hong Kong civil serv- 
ants, Pensions were also a matter for concern. The Hong Kong 
Chinese Civil Servants Association wanted recognition of pensions 
as an entitlement of civil servants and not, as at present, at the 
pleasure of the crown.” Respondents in the survey wanted ironclad 
guarantees that the Hong Kong SAR government would honor its 
commitment to pay pensions. Other concerns were over what was 
seen as the likelihood of political appointments after 1997 and the 
fact that they felt their own promotion prospects had diminished 
as a result of the agreement. 

It is evident that certain groups in the civil service will be more 
affected by the agreement than others. Expatriates, in particular, 
are likely to decline rapidly in numbers even before 1997. While the 
agreement provides that foreign nationals may be employed after 
1997 except in the highest positions, most expatriates seem to feel 
that they will lose their favorable conditions of employment before 
then and that the agreement is detrimental to their interests. As 
the Association of Expatriate Civil Servants put it: 

“There is a wide appreciation that the arrangements in the 
Draft Agreement will adversely affect*expatriate civil servants. 
This affect (sic) is anticipated and accepted by our members 

as the inevitable result of decolonization.”™ 
Table ITI shows that by 1997 a good proportion of the expatriates 
currently in the civil service will have retired (The retirement age 
is 55). In addition, over two-thirds of the expatriates employed are 
on contracts of two and a half years and it seems probable that 
many of these will simply not be renewed. In March 1985, it was 
announced that there would be no further recruitment of expatri- 
ates on permanent and pensionable terms.” The Chinese view, not 
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Table IIT 
Expatriates by Age and Terms of Service, 1984 





Permanent and 








Age Pensionable Agreement Other Terms Total 
49 or below — 21 — 21 
20-24 16 241 — 257 
25-29 51 289 — 340 
30-34 92 449 8 549 
35-39 133 472 — 605 
40-44 153 317 1 471 
45-49 175 195 2 372 
50-54 189 136 1 326 
55—594 28 144 1 173 
60 & over 2 56 — 58 
Total 839 2,320 13 3,172 


Source: Derived from Civil Service Personnel Statistics 1984 (Civil Service Branch, 
Government Secretariat). 

Note: 

1. The official retirement age is 55. Some civil servants, however, are extended be- 


yond that date, a matter which has recently been the subject of adverse comment 
in the Legislative Council. 


surprisingly, is that expatriates should be replaced as quickly as 
possible. In January 1984, the Deputy Director of the New China 
News Agency Li Chu-wen was quoted as saying: 

“At present certain junior officials have expertise that is ac- 
tually superior to that of their British bosses, but they are 
placed underneath egpatriates within the government. This 
might be considered a colonial prerogative. As a newcomer 
here, I find it curious that people feel completely at ease with 
British officials holding this or that kind of post but get nervous 
about such positions being held by Hong Kong people.” 

Such a localization policy is now proceeding very rapidly although 
it seems that some key posts will continue to be held by expatriates 
until 1997. 


è ANXIETIES OF POLICE 


Another group that sees itself detrimentally affected by the agree- 
ment are police officers. During the negotiations the Local Police 
Inspectors Association petitioned for the right to emigrate to Britain 
and sent a representative to London to present their case.” Their 
submission to the assessment office on the agreement was not made 
public, but it was known to express a number of anxieties about 
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their future role.® One of the centfal concerns may well have been 
whether the maintenance of law and order in Hong Kong after 
1997 would in any way be subject to PLA or party cadre control. 
There have been reassurances from Beijing and in the agreement 
on this point, but there would still seem to be apprehension in the 
police force over the issue.” This may be reflected in the current 
recruitment problem which the police are facing at the inspectorate 
level. As late as February 1985, expatriate inspectors were still being 
recruited. But this is only a temporary solution to the problem be- 
cause a substantial proportion (39 per cent) of police officers are 
expatriates who will presumably return home before 1997. 

Finally, there may be some difficulty in retaining professionals. 
This is partly because many are expatriate and partly because pro- 
fessionals are traditionally more mobile than other segments of the 
civil service, both in terms of their ability to move into the private 
sector and internationally. Three departments which employ law- 
yers—the Legal Department, the Registrar-General’s Department 
and the Legal Aid Department—are likely to be particularly af- 
fected. At present, nearly 80 per cent of government lawyers are 
expatriates. Local lawyers tend to be attracted to private practice 
because of the much higher monetary rewards and because they 
perceive promotion opportunities in government to be limited. Only 
two locals currently hold directorate level positions. The shortfall in 
local lawyers has meant that, in contrast to other departments, ex- 
patriates have almost always had their contracts renewed. However, 
this can only be a short-term measure. It is vital that local lawyers 
should be attracted into government in large numbers. A great deal 
of new legislation will be required before 1997 to replace British 
laws. The Legal Department also faces the daunting task of trans- 
lating all the existing legislation into Chinese. Other professionals 
are perhaps not so directly affected although fears have been ex- 
pressed that government doctors, who ar mostly locals and who 
are perhaps the most mobile of professionals, might leave in large 
numbers before 1997. Engineers can be replaced by local graduates 
and many expatriates are not receiving new contracts. Of other pro- 
fessionals, the likelihood seems to be that there will be shortfalls in 
some areas. These are difficult to predict because the numbers in- 
volved are very small; in some cases, only one person. 

Although the direct impact of the agreement on the civil service, 
and particular segments of it, is probably the most important factor 
affecting morale, it should also be noted that other factors may be 
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significant. Since October 1983, there has been a zero growth policy 


‘which has adversely affected the promotion prospects of depart- 


mental and general grades officers.” Morale in some departments, 
especially Social Welfare and Education, has been low for some time 
and the agreement can do little to improve this.“ Social workers, for 
example, might well be tempted to move into private sector posi- 
tions. There is little sign of abatement in the zero growth policy and 
some civil servants in the survey indicated that they expected an 
even tighter budget as a result of the agreement. On the more posi- 
tive side, there may be reason to believe that sufficient numbers of 
civil servants may stay put to enable the government machinery to 
keep turning over. When asked “Do you foresee difficulties with the 
agreement insofar as it affects the civil service?” only a minority 
of those who did foresee difficulties (20 of 54 respondents or 37 per 
cent) expected to emigrate. In other words, their concerns about 
the future of the civil service did not seem to be sufficiently serious 
to warrant the majority considering emigration. On the other hand, 
many of those who saw no problems with the agreement insofar as 
it affected the civil service still intended to leave. Younger recruits 
toward the lower end of the pay scale also seem slightly less inclined 
to leave and less definite in their plans than their seniors. There 
may be family and financial reasons at play here, but there is at least 
a prospect that reasons to have doubts about morale in the service. 
There is a probability that the wastage rate will rise in some critical 
areas affecting, in turn, its ability to perform at the same level of 
efficiency. 


“TAKE IT OR LEAVE IT” 


The agreement on the future of Hong Kong was imposed on its 
people. Although the British used the device of an assessment office 
to ascertain Hong Kong opinion, it was made quite clear that this 
was a “take it or leave ft” situation and that the agreement which 
had been reached could not be amended in any substantive way. 
This was recognized by many of those who made submissions to the 
assessment office. The Hong Kong and Kowloon Mahjong Manu- 
facturing Trade Workers General Union, for example, wrote: 

“We are asked to give our views on the stipulations of the 
Sino-British Agreement and were invited to comment on the 

` overall acceptability of the document. However, it was re- 
ported by the newspapers and in the radios that no amend- 
ments could be made to the agreement after its publication. ... 
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We also felt that even thoughewe have voiced our views, they 
will not be accepted by the Chinese and British governments. 
.. We hence do not send you our opinions.” 

A majority of Hong Kong people might ‘well have preferred to 
retain the status quo but they accepted that, if an agreement was 
‘necessary, then this was probably the best that could not Be 
achieved, Nonetheless, many of them have taken a “wait and see” 
attitude, reserving final judgement. Thus, having imposed the agree- 
ment on the people, Britain and China are still faced with the deli- 
cate task of selling it to them. For both sides, it must be seen rather 

as though they are damned if they do and damned if they don’t. 

There is little that the Chinese can do to increase confidence in 
the agreement in Hong Kong. They face a credibility problem and 
the dilemma that almost anything they do may be taken as some 
kindof portent for the future. For example, there are already those 
who see Chinese policy toward Hong Kong investors in the Shenzhen 
special economic zone as an indication of future trends in Hong 
Kong. China will certainly become more actively involved in both 
economic and political affairs in Hong Kong and this could be seen 
as an indication that any talk of autonomy after 1997 is meaning- 
less. Indeed, there may well be a basic contradiction between the 
notion of autonomy and the idea that Hong Kong should increas- 
ingly serve China’s modernization efforts. Very few Hong Kong 
people seem to believe that the “high degree of autonomy” spoken 
of in the agreement is likely to materialize, notwithstanding re- 
peated Chinese assurances to the contrary.” 

- The British, on the other hand, would find it difficult to intro- 
duce representative government with a real devolution of power to 
elected institutions. Not only might this. prove a continuing em- 
barrassment if. these representatives called, as they might well do, 
for more cast-iron guarantees for the future, but the Chinese would 
almost certainly object. A strategy of winning acceptance for the 
agreement by. shifting responsibility to elected representatives does 
not, therefore, seem to be possible. Yet if the British “government 
continues, as it has repeatedly said that it will, to “administer” 
Hong Kong until 1997, it needs the support of a strong, committed 
civil service. But the civil service will be increasingly composed of 
senior officials who will be Chinese rather than British and who 
could be subject to pressure from Beijing. Moreover, the credibility 
and legitimacy of the government must be in question following the 
agreement. As I have suggested, there are reasons to doubt whether 
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civil service can continue to function in the future at its present 
level of efficiency. Civil servants, no less than other Hong Kong 
citizens, are concerned about their futures. Many of the most quali- 
fied intend to leave. Thus, although residual political power may 
rest in the civil service until 1997, it is likely that it will increasingly 
be a lame duck government, The scope of its authority and the 
extent of its autonomy and legitimacy will probably be gragualiy 
reduced, 


NOTES 


1 An assessment office was set up in September 1984 to test the acceptability of the 
agreement. The period allowed for the expression of views was just over seven weeks. A 
monitoring team composed of Sir Patrick Nairne and Mr. Justice Simon Li Fook-seen 
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Government Printer, November 29, 1984). 
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No. 3, November 1984. 
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March 23, 1985. 
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Justice (composed largely of social workers and labor groups), the Federation of New 
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9 This view is occasionally expressed in ‘business circles although the fear may be that 
any elected government might raise taxes in order to spend more on social welfare. See 
Miners, op. cit. The point was also made at the conference at which Miners’ paper was 
delivered. 

10 The agreement, however, states that the maintenance of public order in SAR will 
be the SAR government’s responsibility. “It is also stated that military forces sent by the 
Central People’s Government to be stationed in SAR for the purpose of defense will not 
interfere in its internal affairs, and that expenditure for these military forces will be 
borne by the Central People’s Government.” A Draft Agreement between the Government 
of the United Kingdom of Great Britain and Northern Ireland and the Government of 
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20 The Chief Secretary Philip Haddon-Cave, who is head of the civil service, took 
the unusual step of writing to all civil servants commending the agreement to them. He 
noted that he was “satisfied that the arrangements... ensure the continuation of existing 
management systems for the Hong Kong public service largely in their present form. .. .” 
Letter from chief secretary to all civil servants, September 27, 1984. 

21 For details, see Ian Scott and John P. Burns, eds., The Hong Kong Civil Service: 
Personnel Policies and Practices (Hong Kong: Oxford University Press, 1984), Ch. 2. 

22 Civil Service Personnel Statistics 1984 (Civil Service Branch, Government Secre- 
tariat, mimeo, 1984). 

23 Ibid. 

24 See Scott and Burns, eds., op. cit., p. 27. ° 

25 Wastage rates for the past three years have been six per cent (1981/82), 3.9 per 
cent (1982/83) and 4.2 per cent (1983/84). Civil Service Personnel Statistics 1984, 
op. cit., p. 6. 

26 South China Morning Post, February 13, 1985. See also “More Problems Ahead,” 
Far Eastern Economic Review, January 10, 1985. 

27 One example was the case of the ship “Huey Fong” carrying Vietnamese refugees 
which was required to stay just outside Hong Kong waters for three weeks while the 
government decided what to do. 

28 On traditional Chinese attitudes toward the government, see Lau Siu-kai, Society 


18 


aug foe in Hong Kong (Hong Kong: e The Chinese University of Hong Kong Press, 
4, 
3 
29. There are exceptions, particularly social workers and education officers. See Scott 
and Burns, eds., op. cit, Ch. 2. 
r30 See, for example, the chronological account in Harry Harding, Organizing China: 
The. Problem of Bureaucracy 1949-1976 (Stanford; Stanford University Press, 1981). 
31 Submissions made by Organizations to the Assessment Office, Vol. II (Hong Kong, 
mimeo), p. 200. 
. 32 Ibid., p.475. The major unions (and federations of unions) all made this point 
in one form or another. 
33 Ibid. 
. Y Submission to the Assessment Office, November 6, 1984. 
35 South China Morning Post, March 30, 1985. See also “Another British Sunset,” 
Far Eastern Economic Review, ‘November 15, 1984. 
ae ae interview with Newsweek, January 23, ih Quoted in Cheng, ed., op. -cit., 
pp..72-73 
_ 37 South China Morning Post, “May 10, 1984. 
38 My request for a copy of their submission was refused and it was not published in 
the assessment office annex (Volume II) which contains the submissions of organizations. 
39 See. note 9. 
40 Proceedings of the Legislative Council 1983/84, October’ 5, 1983. 
41 See Scott and Burns, edé., op. cit, Ch. 8. 
i 42 TOIRTE made by Organizations to the Assessment Office, op. cit., p. 464 (trans- 
ation 
‘ 43 The latest assurance was given by Xu Jiatun, the. director of the New China News 
. Agency, at the National People’s Congress in April 1985. 


HONG KONG: THE CHALLENGE 
OF THE FUTURE 


By Joseph Y.S. Cheng 





(CNINCE the beginning of 1984, it became clear that China will 
S recover sovereignty over and administration of Hong Kong 

in 1997. The people of Hong Kong now have to face the chal- 
lenge of the maintenance of the territory’s stability and prosperity 
—and thus its contributions to China’s Four Modernizations— 
according to the principles of “one country, two systems” and self- 
rule as a special administrative region (SAR) under Chinese sover- 
eignty. 

The outcome of the Sino-British negotiations on Hong Kong’s 
future! certainly reflected a change in the British government's ini- 
tial position. When the British Prime Minister Margaret Thatcher 
visited China in September 1982, she insisted that the treaties con- 
cerned could be varied but not broken and refused to concede the 
sovereignty of Hong Kong to China. She also emphasized Britain’s 
“clear responsibility,” “moral duty” and “commitment” to the peo- 
ple of Hong Kong. This position of the British government was 
severely attacked by the Chinese government, and it seemed the 
negotiations would not make much headway. 

A compromise apparently was reached on the question of sover- 
eignty when both governments issued a joint statement on July i, 
1983, that the next phase of talks on Hong Kong’s future would 
start on July 12. The general belief was that the British government 
had amended its position to one of conceding sovereignty in ex- 
change for the continuation of its administration of Hong Kong 
after 1997. This concession, however, was still rejected by the Chi- 
nese government. The confrontation in the negotiations and in the 
propaganda war led to a crisis in Hong Kong in late September 
which saw the Hang Seng Index plunge 63.58 points in one day 
and the Hong Kong dollar dive to $9.55 against the U.S. dollar. 

On December 8, 1983, the seventh round of the second phase of 
negotiations, however, ended with the word “progress” in the joint 
statement released, There was speculation that there had been a 
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softening of the British position’ after the traumatic fourth round 
which restored momentum to the negotiations. Such speculation 
was reinforced by a report in The Sunday Times on January 22, 
1984, which stated that Thatcher had in principle conceded sover- 
eignty over Hong Kong to China and agreed that administration 
of the territory would be turned over to China in 1997. The British 
government would proceed to negotiate a settlement acceptable to 
the Hong Kong people on such a premise, 

At a press conference in the following April in Hong Kong after 
his China trip, the British Foreign Secretary Geoffrey Howe said 
that “It would not be realistic to think of an agreement that pro- 
vides for British administration in Hong Kong after 1997.” This 
ultimate concession finally paved the way for a Sino-British agree- 
ment on Hong Kong’s future. 

The position of the Chinese government, on the other hand, 
remained consistent. The government of the People’s Republic of 
China (P.R.C.) has since its founding stressed the national inde- 
pendence and territorial integrity of China. The official position of 
the Chinese authorities regarding the status of Hong Kong and 
Macau reflects this nationalistic stand as well as a desire to main- 
tain Hong Kong’s current stability and prosperity, and above all, its 
contribution to China’s modernization program. 

As a free port and a growing market, as well as an international 
financial center, Hong Kong is a major source of revenue for China. 
One estimate placed Beijing’s total current account earnings from 
Hong Kong in 1982 in the region of U.S.$6.5 billion to $7 billion. 
China also views Hong Kong as a source of information and, in 
some ways, an example for China in pursuing its Four Moderniza- 
tions program. 

Beijing might not consider that conditions were ripe for the re- 
covery of sovereignty and administration of Hong Kong, but it cer- 
tainly appreciated that fime would not be on its side, if it waited 
as far as reunification of the country was concerned. After the prag- 
matic leaders under Deng Xiaoping had gained power in the Third 
Plenum of the Eleventh Central Committee of the Communist 
Party of China in December 1978, the Four Modernizations, re- 
unification of the country and the combat of hegemony internation- 
ally were identified as the nation’s three major goals. 

The link between Hong Kong and Taiwan was also established 
at about the same time when thé Chinese leaders decided that Hong 
Kong might be used as an example for Taiwan. With the benefit 
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of hindsight, the implications for Hong Kong were significant. In 
the first place, a settlement on the territory’s future had to be 
reached soon so as to serve as 4 model for Taiwan; secondly, con- 
tinuation of the British administration in Hong Kong would not be 
acceptable as this would only demonstrate that China could not 
handle a capitalist Hong Kong—and hence, presumably, ‘Taiwan. 
In formal negotiations, the Chinese government’s claim of sover- 
eignty over Hong Kong and its rejection of Thatcher’s position that 
the treaties which ceded Hong Kong and Kowloon and leased the 
New Territories to the British were valid are understandable. From 
a historical, geographical and demographic perspective, Hong Kong 
is generally accepted as part of China. The territory was removed 
from Chinese rule by the Treaty of Nanking in 1842, the Conven- 
tion of Peking in 1860 and a lease concluded in 1898 which granted 
to the British control over and use of the New Territories for 99 
years. All of these treaties, according to the Chinese authorities, 
were imposed through force by an imperialist power on a govern- 
ment that did not have the legitimate authority to cede the territory. 


TAIWAN A FACTOR 


From the standpoint of national sovereignty, the Chinese au- 
thorities had to maintain their claim to the territory of Hong Kong. 
There were several reasons for this. First, part of the claim to legiti- 
macy by the Chinese Communist Party regime is based on its up- 
holding the national independence of China. In 1972, China’s per- 
manent representative to the United Nations, Huang Hua, indicated 
in a statement to the United Nations Special Committee on Colo- 
nialism that Hong Kong and Macau did not fall under the category 
of colonies. The toleration of a colonial government in Hong Kong 
was considered to be an anachronism and an affront to the per- 
ceived national independence of the Chinese people. The Chinese 
government therefore could not be seen fo relinquish its claim to 
sovereignty and control over Hong Kong, especially given its posi- 
tion in Tibet and its policy toward Taiwan. At the same time, 
China had to maintain its prestige vis-a-vis other Third World coun- 
tries, It was therefore unlikely that the Chinese government would 
abandon its claim to sovereignty over Hong Kong. 

From the Chinese point of view, the political status of Hong 
Kong was bound to change eventually. China’s leaders had indi- 
cated that there was no need to rush matters, although formal 
negotiations were initiated in 1982. While the Sino-British negotia- 


e 


22 


tions were considered a bilateral attempt to resolve a historical 
problem between the Chinese and the British, the colonial govern- 
ment in Hong Kong obviously had no part in them. By the same 
token, the British goverfiment could not claim to have a moral ob- 
ligation toward the people of Hong Kong who were Chinese. Beijing 
viewed itself as solely responsible for the welfare of the local popula- 
tion, and consultation with the Hong Kong community by the Chi- 
nese government was considered to be strictly a domestic matter. 

Given the eventual return of Hong Kong to China, the Chinese 
government began to indicate through unofficial channels, such as 
interviews given by senior Chinese officials to pro-China publica- 
tions in Hong Kong, the types of changes that would be desirable 
and the optimum means of governing the territory. China’s primary 
goal was to maintain Hong Kong’s economic growth and social 
stability. It was publicly acknowledged that the people of Hong 
Kong wish to. maintain their current life-style and personal freedom. 
The optimum solution to the question would be one which would 
reestablish Chinese sovereignty over the territory, with local Chinese 
residents being responsible for its administration. Existing legal and 
economic systems would not need to be significantly altered. This 
model should appeal to Taiwan too. 

The Chinese government’s negotiating strategy was a familiar 
one. Having defined the principles, it continued to exert pressure 
on the British while trying to win the local community’s acceptance 
of its proposal. The important targets of China’s united front strate- 
gy initially were businessmen, opinion leaders, academics and stu- 
dent union activists. Later efforts were concentrated on cultivating 
the local media and the various pressure groups. 

Taking into consideration the Chinese leadership’s ideological 
stand and values, it was quite accommodating in meeting the re- 
quests of the local population, as evidenced by the provisions of the 
Sino-British Joint Declaration. Apparently, it had also gone through 
an educational process in understanding what made Hong Kong 


tick. . 


A wast majority of the local Chinese believed that sovereignty 
over Hong Kong belongs to China and that the treaties between 
the Qing dynasty government and the British imperial authorities 
are unequal ones; they felt unable to support the British govern- 
ment’s initial position. True, most of them would like to have a 
longer transitional period during which British administration 
would continue. The adamant stand of the Chinese leaders and 
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their predominant bargaining power, however, finally convinced the 
local community that change would be inevitable and that the Brit- 
ish administration would be terminated by 1997. As more than 90 
per cent of the population could not afford to emigrate, they would 
have to settle for the best deal possible—self-administration and 
maintenance of the existing socioeconomic framework, legal systeta 
and life-style, as offered by the Chinese government. Though politi- 
cal apathy and a sense of political impotence largely prevailed, 
Hong Kong people began to appreciate that the ultimate guaran- 
tee of self-administration would lie in their own hands. They would 
have to be organized and, through democratic channels, establish 
their own local government. 


SINO-BRITISH JOINT DECLARATION 


The Sino-British Joint Declaration on the question of Hong Kong 
was initialed in Beijing on September 26, 1984, and duly signed in 
the following December during Thatcher’s visit to China.’ In gen- 
eral, the Hong Kong community accepted the terms of the agree- 
ment, though not without reservations. In many ways, the Joint 
Declaration was a Hobson’s choice for Hong Kong people. as the 
British government clarified its position in the White Paper intro- 
ducing the Joint Declaration and its annexes as follows: “. . . there 
is no possibility of an amended agreement. The alternative to ac- 
ceptance of the present agreement is to have no agreement. ... This 
is not a choice which Her Majesty’s Government sought to impose 
on the people of Hong Kong. It is a choice imposed by the facts of 
Hong Kong’s history.” Obviously the lack of confidence in the Chi- 
nese Communist regime cannot be removed by the Joint. Declara- 
tion or any agreement. Confidence in Hong Kong’s future now 
ultimately depends on developments in China, notably the con- 
tinuance of its open-door policy, progress in its economic reforms, 
achievement in its economic development and smooth leadership 
succession. 

The Sino-British Joint Declaration is certainly a legally binding 
international agreement, though unfortunately the binding power of 
international law in actual practice is minimal. The Chinese gov- 
ernment, nonetheless, had its reasons in choosing the format of.a 
joint declaration rather than that of an agreement, as preferred by 
the British government. In the first place, articles in a treaty or an 
agreement are normally clearly defined and in legal form; whereas 
a joint declaration is much more flexible. For example, in Article 
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III of the Joint Declaration in which the Chinese government 
declares its basic policies regarding Hong Kong, it promises that 
“the laws currently in force in Hong Kong will remain basically 
unchanged” and that “the Government of the Hong Kong Special 
Administrative Region will be composed of local inhabitants.” The 
key phrases “basically unchanged” and “local inhabitants” are sub- 
ject to controversial interpretations. Secondly, a joint declaration 
allows the signatories to make parallel statements. The famous 
Shanghai Communiqué in 1972 is a good case in point.’ The limit 
of the Chinese concession was to declare its commitments toward 
the future Hong Kong SAR in a legally binding international agree- 
ment concluded by Beijing and London; it would not undertake 
direct obligations to the British government in the Joint Declara- 
tion concerning the future Hong Kong SAR whose sovereignty be- 
longs to China. 

The Joint Declaration, however, still reflects the sincerity and 
determination of the present Chinese leadership. The Hong Kong 
community may count on a number of domestic and international 
factors that will promote the observance of the agreement by the 
Chinese government, In the first place, the Chinese leadership has 
been assuring the international community in recent years that its 
open-door policy will remain unchanged in the long term, and 
somehow its policy toward Hong Kong has also been looked upon 
as a litmus test of its open-door policy. Violation of the spirit and 
the terms of the guarantees to Hong Kong will hurt the capitalist 
world’s confidence in China. Secondly, as a SAR under Chinese 
sovereignty, Hong Kong will have a significant demonstration effect 
on Taiwan. Thirdly, a change in China’s policy toward Hong Kong 
may have a signaling effect on its domestic economic reforms too. 
Various liberal economic policies in the special economic zones and 
the fourteen coastal cities are bound to be affected. Finally, as long 
as the Chinese leadership values Hong Kong’s contributions to its 
modernization program, this capitalist enclave may continue to be 
tolerated. All of the above, however, do not constitute an absolute 
guarantee that Hong Kong will remain unchanged till A.D. 2047. 

Agreements embodied in the Sino-British Joint Declaration may 
be divided into four categories. The first is the handling of the his- 
torical legacies such as the sovereignty of Hong Kong. Both sides 
displayed a spirit of “huliang hurang” (“mutual tolerance and 
mutual concessions”) to avoid conflict and to preserve the dignity 
of the other side. Article I of the Joint Declaration states that the 
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Chinese government “has decided to resume the exercise of sover- 
eignty over Hong Kong with effect from July 1, 1997.” The im- 
plication appears to be that sovereignty over Hong Kong belongs to 
China all the time. Article II states that the British government 
“will restore Hong Kong to the People’s Republic of China with 
effect from July 1, 1997.” There is no specification concerning 
sovereignty or administration. Article IV states that during the 
transitional period before 1997, the British government “will be 
responsible for the administration of Hong Kong,” while the Chi- 
nese government “will give its cooperation in this connection.” 
These provisions, however, cannot clearly answer the following two 
questions: (a) In the transitional period, which country possesses 
the sovereignty of Hong Kong? (According to Article. I, the im- 
plication is that China possesses the sovereignty of Hong Kong, 
though its exercise has not been resumed.) (b) In the period be- 
tween 1842 and the entry into force of the Joint Declaration in mid- 
1985, which country had the sovereignty of Hong Kong? Does the 
Chinese government recognize the legality of the British administra- 
tion in Hong Kong in this period? The fact that the Joint Declara- 
tion avoids giving concrete answers to these questions amply demon- 
strates the spirit of “mutual tolerance and mutual concessions.” 

The second category mainly consists of Annex I “Elaboration by 
the Government of the People’s Republic of China of its Basic 
Policies regarding Hong Kong.” After accomplishing the mission of 
- recovering the sovereignty and administration of Hong Kong by 
1997, the Chinese government was ready to accommodate various 
interests to maintain the stability and prosperity of the territory. 
Most demands raised by the Hong Kong community in 1982-84 
were met, and this explained why the community largely accepted 
the Joint Declaration. 

The third category of agreements deal with questions of land, 
civil aviation rights, etc, Land rights and sales concern the revenue 
and assets of the future, and this category also reflects the Chinese 
government’s attempt to safeguard against the irresponsibility of 
the British administration in Hong Kong in the transitional ptriod. 
Civil aviation rights, on the other hand, involve the sovereignty and 
substantial benefits of China. On these questions, both sides bar- 
gained strenuously; in fact, agreement was reached only days before 
the initialing ceremony. It also appeared that the British negotiating 
team was quite stubborn in retaining the British material interests 
in the territory. From the establishment of the Sino-British Joint 
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Liaison Group and the Land Commission, one should realize that 
it is no longer possible to deny the Chinese government from having 
a say in the administration of Hong Kong in the transitional period. 
A more realistic approach may be to welcome the Chinese govern- 
ment to declare its stand, participate in the definition of the “rules 
of the game” to the extent of having a de facto veto power, and on 
this basis guarantee the continuity of Hong Kong’s political reforms 
and other developments as well as observe the “rules of the game.” 
` The final category involves the British government’s attempt to 
maintain a certain role in the future Hong Kong SAR government. 
In late 1983 and early 1984 when the British government finally 
agreed to restore Hong Kong’s soveréignty and administration to 
China in 1997, it tried to retain a number of “sensitive” positions 
in the future Hong Kong SAR government for the British, e.g. the 
posts of attorney general, police commissioner, etc, The Chinese 
government firmly rejected such demands as they were regarded 
as an infringement of Chinese sovereignty over Hong Kong. Article 
IV of Annex I states: “The Hong Kong Special Administrative 
Region Government may employ British and other foreign nationals 
previously serving in the public service in Hong Kong, and may 
recruit British and other foreign nationals holding permanent iden- 
tity cards of the Hong Kong Special Administrative Region to serve 
as public servants at all levels, except as heads of major government 
departments (corresponding to branches or departments at secre- 
tary level) including the police department, and as deputy heads of 
some of those departments (emphasis added).” 


SPECIAL ADMINISTRATIVE REGION 


Two days after the initialing of the Joint Declaration, the Peo- 
ple’s Daily published an article by Wang Shuwen, director of the 
Institute of Law of the Chinese Academy of Social Sciences, entitled 
“Sheli Tebie Xingzhengqu Shi Woguo De Zhongyao Juece (The 
Establishment of Special Administrative Region Is an Important 


Policy Decision of Our Country).” And in the last two days of 


September, Wen Wei Po of Hong Kong published a forum on the 
Joint Declaration participated by Huan Xiang, adviser to the Hong 
Kong and Macau Affairs Office and the Chinese Academy of Social 
Sciences, Qian Qunrui, adviser to the Chinese Academy of Social 
Sciences, Qian Jiaju, adviser to the Shenzhen Special “Economic 
Zone, Pei Monong, deputy director of the Chinese Institute of Inter- 
national Studies, and Ji Chongwei, executive director of the Eco- 
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nomic Research Center of the State Council. These experts at- 
tempted to provide: (a) an explanation of the coexistence of the 
capitalist system and the socialist system; (b) a theoretical explana- 
tion, from a Marxist-Leninist point of view, of “one country, two 
systems;” (c) the basis of “one country, two systems” in the 1982 
Constitution of the P.R.C., and (d) an explanation of the practical 
need to accept “one country, two systems.” l 

According to these experts, the design of “one country, two sys- 
tems” emerged in late 1978 when Deng Xiaoping formulated his 
policy of the peaceful settlement of the Taiwan question. The 
message from the Standing Committee of the Fifth National Peo- 
ple’s Congress to the compatriots in Taiwan on New Year’s Day of 
1979 was the first step in implementing this policy.* When the ques- 
tion of Hong Kong’s future emerged, the Chinese leaders then 
applied this formula to persuade the British government and the 
Hong Kong community to accept China’s recovery of the territory’s 
sovereignty and administration by 1997. Deng and these experts 
boasted that the significance of “one country, two systems” lay in 
the use of peaceful means to settle partitions of states, resolve inter- 
national conflicts and maintain world peace. They claimed that 
their formula might well apply to the German and Korean ques- 
tions, In an attempt to reassure Hong Kong people, Qian Jiaju 
explained that in a “one country, two systems” situation “the Main- 
land does not want to ‘swallow’ Taiwan, and Taiwan cannot 
‘swallow’ the Mainland, the case of Hong Kong requires no further 
elaboration.” Skeptics in Hong Kong were quick to point out that 
the Mainland might want to “swallow” Hong Kong at a later date, 
and there existed no satisfactoty guarantee. 

Huan Xiang further stated: “... socialism is a fairly long his- 
torical stage, in this historical stage, there is a process in which the 
capitalist system and the socialist system coexist. ... In our country, 
there are three tiers of economic forms: the reforming socialist 
economy, the special economic zone economy and specific capitalist 
economy. . . . Therefore, the design of ‘one country, two systems’ has 
a theoretical base.” Other participants in the forum also elaborated 
that socialism allowed the coexistence of various economic forms so 
as to develop socialist productivity. However, Hong Kong people, 
especially the intellectuals, are not only concerned with the mainte- 
nance of the capitalist economy in the territory, they are also anx- 
ious that their various freedoms hitherto enjoyed will not be eroded. 

Wang Shuwen’s People’s Daily article mainly argued that China’s 
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basic policies regarding Hong Kong as embodied in the Sino-British 
Joint Declaration do not constitute violations of the 1982 Constitu- 
tion of the P.R.C. Wang considered that since Article 31 of the 
constitution (which provides for the establishment of SARs) is an 
inalienable part of the constitution, conformity with Article 31 is 
conformity with the constitution, not violating Article 31 will not 
violate the constitution. Wang’s argument appears simple and re- 
assuring, though not necessarily logical, Legal experts and com- 
mentators in Hong Kong hope that Article 31 will be further 
elaborated so that the retention of the capitalist systern in the future 
Hong Kong SAR will have a constitutional basis; after all, Article 
1 of the constitution clearly stipulates: “The People’s Republic of 
China is a socialist state under the people’s democratic dictator- 
ship led by the working class and based on the alliance of workers 
and peasants. The socialist system is the basic system of the People’s 
Republic of China. Sabotage of the socialist system by any organiza- 
tion or individual is prohibited.” 
’ Undeniably the theoretical and constitutional arguments pre- 
sented in defense of “one country, two systems” are not entirely 
satisfactory. What. is more convincing is the practical needs for 
accepting “ one country, two systems” that these experts identified. 
The participants in the forum all agreed that the arrangement of 
“one country, two systems” would contribute to China’s Four 
Modernizations, allow Hong Kong to maintain its various global 
links, particularly those with the Asia-Pacific region, and facilitate 
Hong Kong and the Mainland to adapt to each other, Naturally, 
when the values and goals of the P.R.C. leadership change, these 
practical needs may well be altered. 


FAVORABLE SURVEY RESULTS 


“Few people in Hong Kong, however, were very concerned with 
the above theoretical and constitutional arguments, As over 90 per 
cent of them could not emigrate, they accepted the Sino-British 
settlement on the territory’s future with good grace. Pragmatism 
and adaptability once again prevailed. The Assessment Office estab- 
lished by the Hong Kong government on September 1, 1984, to 
assess the “views expressed by the people of Hong Kong on every 
aspect of the draft agreement (the Sino-British Joint Declaration 
initialed on September 26, 1984) and the extent of its accepta- 
bility,” was able to report in late November that “the Office has 
concluded that most of the people of Hong Kong find the draft 
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agreement acceptable. 

Various independent opinion surveys also indicated general ac- 
ceptance of the draft agreement, the most competent of which was 
carried out by a professional market researth company, Survey Re- 
search Hong Kong Ltd. (SRH), in the period between October 16 
and November 2, 1984.’ 

The SRH survey indicated that 92 per cent of the population of 
Hong Kong had heard of the draft agreement. The maj jority of the 
population, however, was not well versed in the details. Just over 
a quarter (26 per cent) had either not seen or heard anything about 
the draft agreement, or else claimed to know nothing about the 
details. The bulk of the response (56 per cent) was those who 
claimed to know only the “broad outline.” The remainder (17 per 
cent) claimed some detailed knowledge, but only a small minority 
(one per cent) said that they eed the details of all sections 
of the draft agreement. 

The overall reaction to the draft eei prior to the inter- 
viewees’ exposure to the detailed contents of the draft agreement 
was generally favorable, with over half (57 per cent) believing it 
was good for the people of Hong Kong. A fifth believed it was good 
in some ways and bad in others, and only.a minority (three per 
cent) stated that it was bad for the people of Hong Kong. 

After exposure to the contents of the draft agreement in the 
course of the interview, there was a significant increase in the pro- 
portion which claimed it was good for the people of Hong Kong. 
This rose from 57 per cent to 81 per cent, the majority of which 
(71 per cent) believed it was “quite good.” The proportion which 
felt that the draft agreement was bad for the people of Hong Kong 
remained negligible (one per cent). When faced with the choice 
between the draft agreement or no agreement, the overwhelming 
majority (go per cent) opted for this draft agreement. 

The two sections of greatest importance*to the respondents were 
“Rights and Freedoms” and “Rights to live in Hong Kong,” and 
were considered important by 83 per cent and 71 per cent of the 
respondents respectively. The most favorable reaction was. also 
accorded to the “Rights and Freedoms” section which was con- 
sidered satisfactory by go per cent of the respondents. 

The SRH survey also explored attitudes toward a number of 
different issues related to the draft agreement. The main points may 
be summarized as follows: 

a) 79 per cent of the respondents agreed that the sovereignty 
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h) 


of Hong Kong should be returned to China. 

73, per-cent of the respondents agreed that the draft agree- 
ment provided a framework to maintain the stability and 
prosperity of thé territory; 66 per cent agreed that it pro- 
vided a framework to maintain Hong Kong’s present way 
of life; while 64 per cent considered that it would ensure a 
high degree of autonomy. 

73, per cent of the respondents indicated that the draft agree- 
ment was better than expected, and 77 per cent considered 
that it was the best that could be expected under the circum- 
stances. 

72 per cent of the respondents believed that both govern- 
ments were sincere, and 65 per cent did not consider the 
draft agreement a sellout by the British government. 

55 per cent of the respondents believed that the draft agree- 
ment would be legally binding. 


`- 55 per cent of the respondents expressed concern that. there 


were not enough assurances that the terms of the draft agree- 
ment would be honored, and 58 per cent expressed similar 
concern on whether or not China would interfere. 54 per 
cent of the respondents were concerned that the rights of the 
British Dependent Territory Citizens in Hong Kong would 
not be protected. 

71 per cent of the respondents saw a positive role for the 
Sino-British Joint Liaison Group, though 35 per cent of them 
felt that this group would interfere before 1997. 

The respondents were divided on the workability of “one 
country, two systems,” though a slightly higher proportion 
of them were positive (45 per cent) than negative (30 
per cent). 


While the general level of acceptance of the Sino-British Joint 
Declaration was satisfaetory, the majority of the population was 
still seeking reassurance. The survey showed that 41 per cent of the 
respondents could not be reassured until the draft agreement would 
be actually implemented, and 35 per cent were generally pleased 
but needed to be reassured regarding some parts, Only a minority 
(four per cent) expressed very negative attitudes, and’ 16 per cent 
were positive and completely reassured. 


THE BASIG LAW 


After the initialing of the Sino-British Joint Declaration, the focus 
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of the question of Hong Kong’s futyre has now shifted to the draft- 
ing of the Basic Law. For the reasons explained above, the people of 
Hong Kong could not take part in the Sino-British negotiations. On 
the other hand, the drafting of the Basic Law is China’s domestic 
affair. It will be a “mini-constitution” defining the respective au- 
thority of the central government in Beijing and that of the Hong 
Kong SAR government, the political system of the Hong Kong 
SAR, and the rights and obligations of the Chinese citizens in the 
Hong Kong SAR, Naturally the people of Hong Kong are con- 
cerned whether or not their representatives will. be involved in the 
drafting process, and in what ways they will be consulted to make 
sure that it is acceptable to thern before its formal promulgation. 
In the autumn of 1983, there were conflicting signals as to 
whether or not Hong Kong citizens would be represented in the 
drafting of the Basic Law, and there was also some confusion as to 
which Chinese organs would be involved. It became quite clear in 
the following spring that there would be about 15 representatives 
from Hong Kong in the Basic Law Drafting Committee attached 
to the Law Committee of the Standing Committee of the National 
People’s Congress. The gesture, though largely symbolic, was of 
considerable significance. To reject the presence of Hong Kong rep- 
resentatives would certainly hurt the feelings and confidence of the 
local community. i 

It is believed that the actual drafting work will be performed by 
a secretariat. composed of experts from the Hong Kong and Macau 
Affairs Office and the relevant sections of the Ministry of Foreign 
Affairs. The role of the Hong Kong representatives in the Basic Law 
Drafting Committee will mainly be advisory. After all, they will be 
a minority in the committee, and the Basic Law will have to go 
through the Standing Committee of the National People’s Congress 
and then probably the plenary session of the National People’s 
Congress. è 

Under the present circumstances, the Chinese government cannot 
hold elections in Hong Kong and it has to appoint representatives 
to the Basic Law Drafting Committee. The difficulty is how to select 
a respectable sample trusted by the Hong Kong community and 
acceptable to the Chinese authorities. The choice has to enhance its 
united front work in Hong Kong rather than dampen the enthusi- 
asm of some of the activists. Moreover, this select group must not 
be perceived as a new center of authority challenging that of the 
British administration in Hong Kong. The ideal composition should 
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include a number of Hong Kong members of the National People’s 
Congress and the Chinese People’s Political Consultative Confer- 
ence, some key members of the local establishment, notably leading 
businessmen and members of the Legislative and Executive Coun- 
cils, moderate leaders of pressure groups and grass-roots organiza- 
tions, and experts whose expertise is required for the drafting work 
and recognized by their colleagues in the same professions, The 
selection hopefully will be based on comprehensive consultation, 
and the final list will be a test for the Chinese organs in charge of 
Hong Kong affairs. 

A greater controversy centers around the need for a formal con- 
sultative committee in Hong Kong. So far the Chinese authorities’ 
position has been that consultative work concerning the Basic Law 
should best be done by organizations initiated by the various local 
interest groups and opinion groups. The considerations against 
establishing a formal consultative committee on Basic Law are 
mainly the same difficulties involved in selecting the Hong Kong 
representatives to the Basic Law Drafting Committee. 

Such considerations are obviously valid. However, organizations 
initiated by the local groups will encounter even greater difficulties. 
These organizations will lack the authority and appeal to involve 
the leading figures in the establishment; without the latter, con- 
sultation can never be satisfactory. It is also doubtful if all these 
emerging voluntary organizations can achieve the necessary coordi- 
nation to be efficient. At present, many political groups are doing 
overlapping work; and with perhaps one or two exceptions, they 
do. not seem to be able to mobilize adequate resources to engage in 
competent research and consultation on a long-term basis. Ordinary 
citizens may fail to perceive clearly accessible channels for them 
to express their views. Finally, it has to be admitted that some 
groups may find it difficult to cooperate with others, and such 
rivalries are serious obstacles to effective coordination. 

A formal territory-wide consultative committee should be in a 
much better position to handle the above problems. Selection again 
will be difficult, but there are no insurmountable difficulties; after 
all the Chinese authorities have to appoint representatives to the 
Basic Law Drafting Committee. To avoid unnecessary challenge to 
the authority of the British administration in Hong Kong, a possible 
solution may be to have such a consultative committee organized 
by the Hong Kong members of the Basic Law Drafting Committee 
in their respective individual capacity. If there are members of the 
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Legislative and Executive Councils‘in the Basic Law Drafting Com- 
mittee, then the above arrangement will be even more attractive. 
In this way, there is a definite linkage between the two organs, and 
the Hong Kong members of the Basic Law Drafting Committee 
may establish a certain measure of accountability to the local com- 
munity. 

To supplement the work of this consultative committee, the Hong 
Kong Branch of the New China News Agency may consider the 
setting up of a secretariat or an office to collect public opinion. 
This office will provide an obvious channel to the general public 
to express its views. It should issue a public report at fixed intervals 
and its work should be supervised by the consultative committee. 
Alternatively, the consultative committee may set up such an office 
on its own. In that case, the local New China News Agency will be 
exempted from any role in this consultative work, but the former 
check-and-balance relationship between the office and the con- 
sultative committee will also be lost. 

Regarding any voluntary consultative organizations initiated by 
the local groups, the Chinese authorities should explicitly welcome 
their efforts so as to avoid giving the formal consultative committee 
a monopoly over the consultative work. In fact, some of them al- 
ready exist informally and they will be useful in expanding the 
involvement of the community. As the Basic Law will not be pro- 
mulgated until 1990 and in view of the legal and constitutional 
issues involved, it will be difficult to sustain the community’s atten- 
tion. ° 


FLEXIBILITY DESIRED 


Immediately after the initialing of the Sino-British. Joint Dec- 
laration, there were suggestions that areas not covered by the Joint 
Declaration or not adequately clarified by it should be treated in 
detail in the Basic Law. This does not Seem to be feasible, nor 
desirable. Understandably as a “mini-constitution,” the Basic Law 
should not be too long. It is also anticipated that it will not be 
drastically changed in the fifty years after 1997; in that case, it 
should avoid details and allow a certain measure of flexibility so as 
to remove the need for frequent amendments. In terms of coritents, 
it may be divided into five sections, including a preamble, a section 
each difining the relationship between the central government and 
the Hong Kong SAR government and their respective authorities, 
the political system of the Hong Kong SAR, the rights and obliga- 
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tions of the Chinese citizens and other residents in the Hong Kong 
SAR, and the authority and procedure to amend and interpret the 
Basic Law. ; 

As explained above, there is still a lingering concern whether or 
not the guarantee of a capitalist system in the Hong Kong SAR 
violates the 1982 Constitution of the P.R.C. It has therefore been 
suggested that the constitution be revised to demonstrate’ the 
sincerity of the Chinese leadership and to enhance the attraction 
of “one country, two systems” to Taiwan. In that case, it may be 
stipulated in Article 31 that “in a specified period of time, special 
administrative regions will not be bound by the other provisions of 
the Constitution.” From a legal point of view, a constitution or a 
law with constitutional status may exempt certain regions from 
the application of some or all of its provisions for a specific period 
of time or under a specific set of circumstances. In terms of the 
ideology of a socialist state, the constitution is part of the super- 
structure and it must adjust to the situation and needs of the differ- 
ent stages of socialist development. In view of the new situation 
concerning the task of reunification and the adoption of the “Deci- 
sion of the Central Committee of the Communist Party of China on 
Reform of the Economic Structure” in October 1984,° to revise the 
constitution before the formal promulgation of the Basic Law or 
in the next National People’s Congress in 1988 will not compromise 
the dignity of the Chinese constitution. 

Further, various statements of the Chinese leaders and experts on 
“one country, two systems” and its constitutional basis, as well as 
the compatibility of the guarantees made to the future Hong Kong 
SAR in the Sino-British Joint Declaration with the Chinese con- 
stitution, should be presented in an authoritative manner as the 
official position of the Chinese government. The preamble of the 
Basic Law and the statement of National People’s Congress or its 
Standing Committee made upon the adoption of the Basic Law 
(which has legal status in the Chinese legal system) are appropriate 
places for this authoritative statement. The inclusion of the Basic 
Law‘as an appendix to Article 31 of the constitution may also be 
considered. The advantage of this lies in granting the Basic Law a 
constitutional status and this will help to allay the concern over its 
incompatibility with the constitution; its disadvantage will be the 
much greater difficulty involved in amending the Basic Law. 

Besides the theoretical and constitutional bases of “one country, 
two systems,” the major principles of Annex I of the Sino-British 
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Joint Declaration in which the CHinese government elaborated its 
basic policies regarding Hong Kong may also be incorporated in the 
preamble. Whether or not it should include a brief account of the 
history of Hong Kong, a statement on the rationale for the estab- 
lishment of the Hong Kong SAR and its anticipated role in the 
reunification of the country and China’s modernization, etc. is also 
something to be considered. 

As a SAR under Chinese sovereignty, Hong Kong has been 
warned against tendencies of becoming an “independent political 
entity.” Article III of the Sino-British Joint Declaration states: 
“The Hong Kong Special Administrative Region will enjoy a high 
degree of autonomy,...” A high degree of autonomy also means 
limited autonomy. The Chinese government obviously will not 
change the existing unitary system into a federal one just for the 
reunification of Taiwan, Hong Kong and Macau. The concept of 
“residual authority” which allows Hong Kong full authority to 
handle its own affairs, except in foreign and defense policy areas 
which are the responsibilities of the central government in Beijing, 
will affect the absolute authority of the central government. In a 
unitary system, the authority of a local government comes entirely 
from the central government, and this authority, at least theoreti- 
cally, may be changed or withdrawn at will be the central govern- 
ment. 

In contrast, the central government and the local governments 
in a federal system have their respective authorities well defined 
in a constitution, which cannot be amended without the consent of 
- a majority of the constituent localities. Thus, when the Chinese 
government promises in Article I, Annex I of the Sino-British Joint 
Declaration that it will enact a Basic Law “in accordance with the 
Constitution of the People’s Republic of China, stipulating that 
after the establishment of the Hong Kong Special Administrative 
Region the socialist system and socialist policies shall not be prac- 
ticed in the Hong Kong Special Administrative Region and that 
Hong Kong’s previous capitalist system and life-style shall remain 
‘unchanged for 50 years,” it implies that in these 50 years, a ctrtain 
extent of federal relationship exists. As the Sino-British Joint Dec- 
laration and the Basic Law have to be approved by the National 
People’s Congress and the Basic Law also has a limited time span of 
fifty years, this arrangement is not considered to have infringed the 
‘Chinese unitary system of government. This arrangement certainly 
has its implications for Taiwan. And it is on this premise that Hong 
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Kong people can demand the Basic Law to stipulate clearly that 
except in the foreign and defense policy areas, the Hong Kong SAR 
has the sole authority to handle its domestic affairs. 

All parties concerned hope that the Basic Law, once promulgated, 
will require no further amendment. However, from a legal point of 
view, the Basic Law itself has to define the authority and procedure 
for its own revision. In order to safeguard the “high degree of 
autonomy” of the Hong Kong SAR, the initiative to amend the 
Basic Law should only belong to the legislative in Hong Kong. 
Amendments of the Basic Law should be adopted by a two-thirds 
majority of the local legislature and approved by the National Peo- 
ple’s Congress. This will be in accord with the Chinese govern- 
ment’s promise that Hong Kong’s “capitalist system and life-style 
shall remain unchanged for 50 years,” and at the same time provide 
for the necessary revision of the Basic Law. As all amendments have 
to be approved by the National People’s Congress, China’s sover- 
eignty will not be compromised and this will also safeguard against 
Hong Kong becoming an “independent political entity.” 

According to Article 67 of the Chinese constitution, the Standing 
Committee of the National People’s Congress has the authority to 
interpret the constitution and supervise its enforcement, as well as 
the authority to interpret statutes. Hence it will be difficult for Hong 
Kong to retain the sole right to interpret the Basic Law. In fact the 
Chinese leaders have already stated that such authority belongs to 
the Standing Committee of the National People’s Congress. What 
Hong Kong people can ask for is some sort of compromise. 

In the first place, it may be stated in the Basic Law that all arti- 
cles, except those dealing with the relationship between the central 
government and the Hong Kong SAR government, will be inter- 
preted by the Supreme Court of Judicature in Hong Kong, whereas 
those articles dealing with the relationship between the central gov- 
ernment and the Hong Kong SAR government will be interpreted 
by the Standing Committee of the National People’s Congress. 
Naturally the latter will have the final say on the categorization of 
the articles. Another alternative is to form a judicial commission or 
a constitutional court for the interpretation of the Basic Law, con- 
sisting of justices from the Supreme Court in Hong Kong and mem- 
bers of the Law Committee of the Standing Committee of the Na- 
tional People’s Congress and/or the Supreme People’s Court of 
China. The Chinese authorities may insist that a majority of the 
members in such an organ should come from China. A third solu- 
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tion is for the Supreme Court in Hong Kong to interpret the Basic 
Law and report the interpretation to the Standing Committee of 
the National People’s Congress. If the latter approves it or remains 
silent within a specific period of time, theñ the intérpretation will 
be final. The Standing Committee of the National People’s Congress 
reserves the right of rejecting the interpretation and giving its owf. 
In China today, the Supreme People’s Court and the Supreme 
People’s Procuratorate both have the right to interpret statutes in- 
volved in the cases they.are handling; and in the event of a conflict 
in such interpretations, it will be referred to the Standing Com- 
mittee of the National People’s Congress. The third solution in some 
ways follows this practice. 


STATIONING OF PLA TROOPS 


The stationing of the People’s Liberation Army (PLA) in the 
Hong Kong SAR is also an issue of concern to the local community. 
While it is generally accepted that it is a symbol of the exercise of 
China’s sovereignty over Hong Kong, the local community also ex- 
pects that the Basic Law will clearly stipulate that PLA stationed 
in Hong Kong will have to observe the local Jaw and will be tried 
by the local courts if it violates the law. The Hong Kong SAR gov- 
ernment should also be notified of the movements of PLA stantioned 
in the territory. 

The Sino-British Joint Declaration does not attempt to define the 
political system for the future Hong Kong SAR. Article ITI(4) 
merely states: “The Government of the Hong Kong Special Ad- 
ministrative Region will be composed of local inhabitants. The chief 
executive will be appointed by the Central People’s Government on 
the basis of the results of elections or consultations to be held locally. 
Principal officials will be nominated by the chief executive of the 
Hong Kong Special Administrative Region for appointment by the 
Central People’s Government.” Article I of Annex I further elabo- 
rates: “The legislature of the Hong Kong Special Administrative 
Region shall be constituted by elections. The executive authorities 
shall abide by the law and shall be accountable to the legislature.” 

In view of the developing trends of representative government in. 
Hong Kong, it appears that the Westminster model will be adopted. 
The accountability of the executive to the legislature conforms to 
this trend. If there is sufficient unity in the legislature or if strong 
political parties exist, this is a satisfactory system. The local com- 
munity obviously hopes that the chief executive will emerge from 
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elections and not from consultations, and direct elections of the 
chief executive not only wastes resources but may generate con- 
frontation as well. If there are too many splinter parties, however, 
it will be difficult to have a strong government and Hong Kong can 
ill afford a frequent change of government as in Italy. 

* If the chief executive will be directly elected and he can nominate 
the principal officials for appointment by Beijing, then there will 
be a strong government with a fixed term and it will also be able 
to recruit experts from various sectors. In this case, Hong Kong 
will basically follow the American system and a relationship of 
checks and balances will exist between the executive and the legisla- 
ture. Again, unless there are strong political parties, there may well 
be too many candidates in the election of the chief executive. One 
way to limit the number of candidates is to demand that they be 
nominated by five or ten members of the legislature—the legislators 
obviously are allowed to nominate only one candidate. In this way, 
the electorate can have a more meaningful choice. 

As the chief executive and principal officials of the future Hong 
Kong SAR government will be appointed by Beijing, there is a local 
concern whether this will amount to a veto power by the Chinese 
authorities. The Basic Law may provide a practical check on the 
exercise of veto and reduce the appointments to a symbolic act of 
exercising sovereignty. If the Basic Law clearly provides for the 
election of the chief executive, then it will almost be inconceivable 
for Beijing to reject his appointment. Further, if the Basic Law 
states that principal officials nominated by the chief executive will 
have to be endorsed by the local legislature before their being pre- 
sented to Beijing for formal appointment, then it will also be un- 
likely that their appointments will be vetoed. 

As the political system in Hong Kong is still evolving, it. will be 
extremely difficult to devise a blueprint at this stage. The Basic Law 
Drafting Committee may have two options. One is to just present 
a broad outline of the political system in the Basic Law, and the 
details will be left to later statutes like a SAR Government Organic 
Law, an Electoral Law, etc. An alternative is to concentrate on the 
other sections of the Basic Law and deal with the political system 
after 1988 when its evolution has revealed more definite trends. 
These two options are not mutually exclusive and may both be 
adopted. 

For some years after 1997, the Chinese citizens of thie Hong Kong 
SAR may differ from other Chinese citizens concerning their rights 
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and obligations, a good example will be military service. It is there- 
fore necessary for the Basic Law to define clearly the rights and 
obligations of the Chinese citizens in Hong Kong and those of the 
non-Chinese permanent residents of the tefritory. 

In July 1984, the Hong Kong government released a Green Paper 
on “The Further Development of Representative Government hh 
Hong Kong,” and this was followed by a White Paper in November 
1984.'° The further development of representative government has 
to meet two basic demands. The first is to lay a solid foundation 
for the self-administration of Hong Kong. The second is the in- 
creasing demand for political participation, especially among the 
younger generation. This is inevitable in view of the improving 
educational standard of the citizens, their clearer understanding of 
their rights and obligations, and their awareness of the close relation- 
ship between government policy and their daily life. 

The former is certainly more important under the present circum- 
stances and is also under greatér constraints. In the first place, pre- 
parations for the self-administration of Hong Kong are governed 
by a well-defined timetable, i.e. they have to be completed before 
1997. Further, they have to be endorsed by Beijing. As David Akers- 
Jones, then secretary for district administration and architect of the 
Green Paper, indicated, the systems in Hong Kong would have to be 
compatible “with those in China.” Finally, political reforms must 
not jeopardize the confidence of the business community. 


SIGNIFICANCE OF BASIC LAW 


The Chinese authorities have avoided any endorsement of the 
political reforms initiated by the Hong Kong government, instead 
they choose to emphasize the significance of the Basic Law which 
will define the political system of the Hong Kong SAR. Close co- 
ordination between the two is certainly essential to the continuity 
and legitimacy of the political reforms, which in turn are pertinent 
to the stability and prosperity of the territory. After the formal rati- 
fication of the Sino-British Joint Declaration, it may be assumed 
that there will be sufficient mutual interests to establish this .close 
coordination via the Sino-British Joint -Liaison Group. 

Up till now, the Hong Kong government is one of senior civil 
servants whose orientation is to maintain an efficient performance 
with the least external checks and balances. The first aim of the 
Green Paper, therefore, was “to develop progressively a system of 
government ... which is more directly accountable to the people of 
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Hong Kong.” The reforms implemented so far, however, mainly 
concentrate on the electoral system for the Legislative Council and 
thus attempt to make the Legislative Council more directly ac- 
countable to the people, but there is no indication yet as to how 
the government will be more directly accountable to the Legislative 
Council with an expanding elective element. 

In the foreseeable future, the Legislative Council’s authority has 
to be gradually increased. As a first step to make the government 
“more directly accountable to the people,” the Legislative Council 
should be empowered to ratify appointments of secretaries and 
heads of departments. Concerning the budgetary process, the “un- 
officials” today can only move to reduce expenditure, they cannot 
recommend the increase in expenditure of a certain item, nor can 
they move to increase the revenue of the government. Such restric- 
tions have to be relaxed step by step. To establish the accountability 
of the executive to the electorate via an elected legislature is an 
important part of the democratization process. Increasing the au- 
thority of the “unofficials” will enhance their status in the eyes of 
the local community and encourage participation in the electoral 
process. In this way, the Legislative Council may hope to shed its 
“rubber stamp” image and strengthen its legitimacy. 

The most controversial step of democratization at the present 
stage is whether or not there should be direct elections to the Legis- 
lative Council; and if so, when should they be first held and what 
proportion of the legislators should be directly elected initially, as- 
suming this proportion will be gradually increased. In view of the 
controversy, the Hong Kong government has postponed the decision 
to 1987 when political reforms will be reviewed, 

Conservative business leaders generally oppose direct elections to 
the Legislative Council, and a few even go so far as to indicate that 
they preferred Beijing’s appointees to those directly elected. To 
protect their own intereSts, this may well be a logical choice. They 
believe in the Chinese leadership’s sincerity and determination to 
maintain Hong Kong’s stability and prosperity, therefore the Chi- 
nese ‘leaders will amply respect and promote their interests. An 
elected government, accountable to the electorate and hoping to 
win the next election, will find it difficult to resist the pressure for 
“free lunches,” i.e. more social welfare expenditure, which in turn 
will hurt business interests. Further, the stability and predictability 
of a Hong Kong government appointed by Beijing will be stronger 
than those of an elected government, Many business leaders believe 
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that they have the experience and bility to deal with Beijing’s ap- 
pointees. On the contrary, they lack the confidence to bargain with 
an elected government. They have strong suspicions of the leaders 
of grass-roots pressure groups and consider that they have incom- 
patible values. Finally, these business leaders believe that a Beijing- 
appointed government will be able to maintain a direct dialogue 
with the Chinese leaders, and be in a better position to withstand 
the pressure from the cadres of the Chinese organs in Hong Kong, 
the Guangdong provincial government and the relevant ministries in 
Beijing. 

On the other hand, the younger generation and the intelligentsia 
believe that only an elected government can effectively promote the 
interests of Hong Kong people and the territory’s international 
status, After China has recovered Hong Kong’s sovereignty and 
administration, there will be substantial bargaining and coordina- 
tion between the central government in Beijing and the SAR gov- 
ernment. In handling. this relationship, Hong Kong people need a 
government directly accountable to them. Further, Hong Kong’s 
economic development: depends on the maintenance of its present 
international status and international identity. As a SAR under 
Chinese sovereignty, to maintain such status and to be able to 
negotiate with other governments regarding various economic and 
trade issues, the SAR government has to be recognized and accepted 
by the international community. An elected government will be in 
the best position to obtain this recognition and acceptance, so that 
it can protect and promote Hong Kong’s interests in international 
economic negotiations. 


GRADUAL POLITICAL REFORMS 


The gap between the two can certainly be bridged through 
gradual political reforms and a firm commitment to democratiza- 
tion. The electoral system in Hong Kong, “hopefully, will evolve in 
a gradual manner, recognizing the maintenance of the existing 
stability and prosperity as the principal objective, opening up chan- 
nels for political participation and interest articulation for various 
social strata, and avoiding confrontation and radical change. 
Political reforms must obtain Beijing’s understanding and commit- 
ment, as well as the support of the Hong Kong government and 
the business community. The first major test will come in the 1987 
review of the political system. It appears that an explicit commit- 
ment to an elected majority (directly and indirectly elected) in the 
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Legislative Council before 1997 plus a promise that a number of 
Legislative Councillors (about one fifth to one quarter) will be 
directly elected by 1988 will be able to obtain a consensus in the 
community. 

Business interests may well be guaranteed by the continual pres- 
ence of official and appointed “unofficial” members, as well as those 
elected by the business groups through the functional constituencies. 
Business groups can certainly sponsor candidates with their vast 
organizational and financial resources, A Legislative Council with 
representatives from various sectors will obviously have greater 
legitimacy; and debates and quarrels within the council chamber 
are better than protests and petitions by grass-roots pressure groups. 

The results of the District Board elections in March 1985 sup- 
ported the present compromise on political reforms. The emerging 
reformist forces and the grass-roots pressure groups demonstrated 
their potential and gained a substantial number of seats at the ex- 
pense of the proestablishment and traditional political groups. But 
the latter was still strong enough to dominate the subsequent elec- 
tions of the chairmen of the District Boards. It is expected that it 
will also prevail i in the indirect elections to the Legislative Council 
this coming September. 

The emrging reformist forces are satisfied with the District Board 
election results, they feel they need time to consolidate and are 
optimistic that time is on their side. At the moment, they also lack 
candidates of sufficient status and experience to seek the District 
Board chairmanships and the seats in the Legislative Council. The 
traditional and proestablishment forces suffered 4:sétback, but they 
have become more united because of the challenge and they are 
beginning to improve their organizations. If they work hard to 
cultivate their second generation leaders, their political future can- 
not be underestimated. Meanwhile, the political reforms have not 
been seriously challenged by any group, and the elections have not 
affected the stability and prosperity of the territory. 

Political development in Hong Kong takes place in a rather 
unique environment which definitely has an important impact on 
its direction and pace. An understanding of the salient’ features of 
this environment is therefore ‘essential. 

In the first place, the process of political development is not 
entirely autonomous and is, to a considerable extent, determined 
by the domestic developments in China. The political system has 
to be approved by the Chinese authorities; but political develop- 
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ment has its own momentum and “orientation. How to move step 
by step at an appropriate pace so as to maintain the delicate balance 
surely i is a difficult task. Further, the political system will have to 
be-in shape before 1997; whether or not this is a suitable timetable 
is irrelevant. 

Hong Kong’s economic prospects are another important factor. 
Respectable economic growth will continue to raise the people’s 
living standards and enable the government to meet various de- 
mands for more services, Obviously political stability can be main- 
tained more easily under such circumstances. Otherwise, the con- 
tradictions among various social strata exposed by political develop- 
ment and elections will be further sharpened. The great mobility 
of the capital in Hong Kong will further exacerbate the impact of 
economic stagnation. 

On the other hand, the Chinese authorities and the Hong Kong 
government still retain considerable resources to maintain the terri- 
tory’s political and economic stability. The recent appointments of 
one third.of the District Board members has enabled the Hong 
Kong government to- maintain a proper “balance” in the District 
Boards. China’s request for a balanced budget has also allowed the 
local government to reduce public expenditure without arousing 
serious opposition. 

The emerging reformist forces are also under pressure to be “re- 
spectable” and “responsible” as they have become involved in the 
decision-making process. It will be interesting to see if they will 
lose their initiative or find it easier to copperate with other groups. 
Public policies on the provision of social services are now in definite 
shape and there is not much room to initiate major programs. It 
is also unlikely that the proportion of public sector expenditure in 
gross national product will be increased in the foreseeable future; 
in fact there is considerable pressure for this proportion to be re- 
duced. How will the reformist forces copé with the situation will 
be an important factor affecting social stability and the developing 
political system. 

Basically, the Sino-British settlement on the territory’s future has 
restored stability to the community. There has been a considerable 
inflow of capital and the initial political reforms have been gen- 
erally accepted. At least Hong Kong people will have five years or 
so to demonstrate that the settlement has provided an adequate 
foundation for the continued stability and prosperity of the terri- 
tory. There is probably no other alternative and not much more 
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‘ENTERING THE CHINA MAREE T= 
VIA HONG KONG? | 


By Suk-ching Ho 


F the 20th century can be called the “Atlantic Era,” then the 
2ist century will be called the “Pacific Century” and rightly 
so.. Between the 1950s and 1960s, Western Europe was the 

fastest growing region in the world. But its economic development 
has slowed down since the mid-197os. In contrast, the Asian-Pacific 
region’s economic boom is well underway. The legendary achieve- 
ment of Japan sees no sign of abating and the “four little dragons” 
—Hong Kong, Singapore, South Korea and Taiwan-—are fast 
emerging as important regional economic powers. From 1970 to 
2000, it is estimated that the Asian economy will continue to grow 
at a rate of 6.3 per cent as against a world average of 4.8 per cent 
and Asia’s proportion of the global gross national product (GNP) 
will increase from 16 to 23 per cent over the same period. On the 
other hand, the share of the European Economic Community 
(EEC) of the global GNP, which was 20 per cent in 1970, is fore- 
casted to drop to 15 per cent by the end of this century. 

In 1980, world GNP was concentrated in four economic blocs. 
Western Europe accounted for 26 per cent, North America 25 per 
cent, the Soviet bloc 17 per cent, and Japan and the other coun- 
tries of East Asia 17 per cent. It is predicted that by the year 2000 
Japan and its East Asian neighbors will account for about 20 per 
cent of the world GNP, a share that will be comparable to that of 
the U.S. and the European Community. ° 

Obviously, the rise of the Asian-Pacific region is of enormous 
economic significance. The emergence of the “Pacific Century” does 
not necessarily spell the doom of the Atlantic region. In fact, the 
thriving economy around the Asian-Pacific region provides ample 
opportunities for U.S. business firms to expand their global eco- 
nomic activities. 

After World War IT and particularly in the 1960s, U.S. economic 
interest was focused on Western Europe. In the mid-1970s, how- 
ever, the U.S. gradually began to readjust its economic interests and 
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shifted its emphasis to the Asian-Pacific region in response to the 
impressive economic development in the region. 

From thé postwar years to 1975, Western Europe was the single 
largest market for U.S’ exports, taking the lion’s share of 32 per 
cent. By 1982, however, this figure dropped to 26 per cent. Mean- 
ttme, Asia and the Pacific have replaced Western Europe as the 
leading trading partner-of, the U.S; taking 35 per cent of the U.S. 
exports in 1982, and the U.S.- anticipates increasing its trade with 
the region to U.S.$5,000 billion, from the present $150 billion, in 
IO years. ` 
_ In the field of direct investment, the gross volume of U.S. direct 
private investment in Western Europe rose from U.S.$50 billion to 
$100 billion between 1975 and 1982, while that in the Asian-Pacific 
region from $6 billion to $29 billion—a far bigger growth rate. In 
fact, the net volume of U.S. investment in the Asian-Pacific region 
was U.S.$1.29 billion in 1982, almost equal to the $1.32 billion in- 
vested in Western Europe. Undoubtedly, there is every indication 
that the U.S. is moving eastward. In this process, China clearly 

_offers attractive opportunities for very obvious reasons. 

In the transition to the “Pacific Century,” China, with its mass 
domestic market and rich natural resources, is of particular attrac- 
tion to an ever-increasing number of foreign businesses and corpora- 
tions, Although there are fluctuations, the long-term GNP growth 
rate in China since the Communists came to power in 1949 has been 
about four per cent’a year—a rate surpassed by only a few countries 
around the world. Between 1949 and 1979 when economic reform 
first started, the average annual increase in industrial output was 
13.3 per cent. By any standard, this was a good growth rate. Its 
future economic performance will surely attract world attention 
for a long time to come, just as the extraordinary achievements of 
Japan once did. .. 

China set the goal of quadrupling its industrial and agricultural 
output value by the- year 2000 at its 12th National Congress, To 
achieve this goal, a series of strategies have been formulated. One 
of them which will prove to have the most far-reaching effect is to 
pursue an open-door policy for economic and technical exchanges 
with other countries. An Dong, the trade counsellor of the Embassy 
of the People’s Republic of China (P.R.C.) to the United States, 
said: “We are trying hard to increase our import/export trade and 
expand the field of exchange so as to improve economic results. We 
will vigorously make use of foreign investment and import advanced 
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technology and equipment to help speed up our economic develop- 
ment in accordance with our country’s needs and capabilities.” 

Historically, China’s economy was marked by the tendency to- 
ward self-sufficiency. With the implementation of the open-door 
policy, this tendency is slowly changing. In early 1983, the then 
minister of foreign economic relations and trade, Chen Muhua, 
announced the country’s plan to quadruple the total volume of im- 
ports and exports to U.S.$160 billion by the year 2000, which rep- 
resents an average annual growth rate of 7.5 per cent in the next 
two decades. In reality, the rate of growth in China’s trade has 
been much higher than this target so that its degree of dependence 
on trade (i.e., imports and exports compared with GNP) is as high 
as that of the U.S, and other market economies. l 

” Since the establishment of diplomatic relations, economic ties 
between China and the U.S, have been developing rapidly. In 1978, 
the year before normalization of relations between the two coun- 
tries, China-U.S. trade turnover was around U.S.$1 billion. It rose 
to $5 billion in 1982 and reached approximately $6 billion in 1984. 
Obviously, the two countries have made big headway in bilateral 
trade and the pattern is likely to be sustained in the medium-range 
future. 

. The open-door policy has been in force for more than five years 
and it seems that China has paid much attention to attracting direct 
foreign investment as stated in a speech of Xu Naijiong, executive 
director of the World Bank for the P.R.C. At a Sino-U.S. business 
seminar, he said: “In opening our market to the outside world, 
much greater weight has been given to difect foreign investment. ... 
It brings in technology, expertise and managerial skills as a package 
in addition to capital.’ A similar message was echoed when Ding 
Chen, director of China International Trust and Investment Cor- 
poration for North America, made an appeal to U.S, businesses at 
a recent seminar in New York “for sharing technology and mana- 
gerial expertise with the China market.” It is estimated that if 
China plans to quadruple its 1980 industrial production by the end 
of this century, U.S.$150 billion to $200 billion capital is needed. 

As a result of the eagerness of the Chinese government in pursuing 
its modernization program, direct foreign investment is steadily 
growing. From practically nothing, gross foreign investment had 
reached about U.S.$4 billion in 1984. Of the various forms of in- 
vestment, joint ventures showed the highest rate of growth. Joint 
venture approvals for startup in 1984 amounted to 741 involving 
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foreign investment of $1.1 billion, a 466 per cent increase over 1983. 
This, compared with only about 200 joint venture projects going 
on stream from 1979 to the end of 1983, clearly reveals that the 
interest of foreign investors has been increasing significantly. 

The United States is the largest foreign investor in developing 
countries with total direct investment reaching $53 billion at the 
end of 1982. Although the number of U.S. companies with Beijing 
representative offices jumped by 20 per cent in 1984 to more than 
140, its direct investment only amounted to $700 million as of Sep- 
tember 1984. As compared with the forecast of needed capital in 
China, U.S. investors have only touched the surface of potential 
investment prospects in China. There are many reasons for U.S. 
limited involvement in investment in China, Otherwise U.S. busi- 
nesses might have tried harder to cultivate the China market. But 
“the earlier you get in, the better” is still an old truth in this com- 
petitive business world. 


INVESTMENT ENVIRONMENT OF HONG KONG 


The investment environment represents “all of the conditions 
that affect (business) operations within a country.’* Throughout 
the last three decades, the investment environment of Hong Kong 
has been in flux, and it reached a turning point at the end of Sep- 
tember 1984. It was then that the results of the secret Sino-British 
negotiations on the political future of Hong Kong after 1997 were 
formally announced. 

Now that the dust surrounding Hong Kong’s political future is 
settled, people turn their’ attention to other pertinent questions. 
Since Hong Kong is the crossroads of East and West, one of the 
questions that is of significant interest to business people is: What 
is in store for foreign investors interested in conducting business with 
China against the forthcoming changeover in the city’s administra- 
tion? To answer this, it is instructive to review the changing invest- 
ment environment of Hong Kong first. Basically, the investment 
environment of Hong Kong can be conceptualized by FeVEWINE the 
four phases of its recent development. 

At the beginning of the 1950s when Hong Kong was still pre- 
dominantly an entrepot, foreign investment came to the city in the 
form of the “exodus” of capital from China as a result of the estab- 
lishment of a Communist government there. Of course, it may be 
argued that such capital was not “foreign” capital. But whatever 
name we may give it, we can not escape the conclusion that Hong 
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Kong’s rapid transformation into 4 thriving industrial city owned 
much to its absorption of such outside capital. 

In the 1960s, Hong Kong was a paradise for investors interested 
in light industrial production requiring a high degree of labor 
intensity. At that time, the wage rate was relatively low because 
the refugee torrent from China produced a rich pool of skilléd 
labor. Land prices also were low. The inflow of foreign investment 
into manufacturing industries laid the foundation for the develop- 
ment of Hong Kong into a so-called newly industrializing city. 

Toward the mid-1970s, circumstances changed. Both labor and 
land became scarce resources. In the 1960s, the growth rate of the 
labor force was 35 per cent as against a 200 per cent growth of 
manufacturing establishments. Consequently, there was an upward 
pressure on wages, With the limited area, land and rent were highly 
priced. At the same time, competition for foreign capital was fierce 
among neighboring states. However, the city was still able to hold 
its own because of the government’s noninterference policy, the 
city’s well-developed infrastructure and advantageous financial and 
labor factors.° 

Entering the 1980s when China began cautiously pursuing its 
open-door policy, it was argued that Hong Kong was going to enter 
into yet another phase of development in its investment environ- 
ment. This time, Hong Kong was regarded as a stepping stone to 
the vastly untapped China market and as a proper location wherein 
foreign investors could get acquainted with the trading practices 
of China. With the settlement of the 1997 issue, this prospect gains 
greater force. Even the governor of Hong Kong expounded this 
theory when he addressed the London Exchange at the beginning 
of 1985. This, as the theory goes, is an irreplaceable role that Hong 
Kong is going to play, whoever rules the city. 

Although many people put forth this belief, the question which 
this article sets out to answer is: How dô foreign investors them- 
selves evaluate the probability that Hong Kong will assume the 
gateway role to China for them? And if Hong Kong is really going 
to proceed to the fourth phase of development in its investment 
environment, what will be the implications to foreign investors? 

At the beginning of 1984 when there was still an atmosphere of 
secrecy surrounding the Sino-British talk, an attitudinal survey of 
foreign investors in Hong Kong was undertaken by the author. A 
total of 160 foreign investors in Hong Kong’s manufacturing indus- 
tries out of 315 in all were sampled. The main objective was to 
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obtain their opinion concerning, among others, the significance of 
Hong Kong as a gateway to China. A total of 43 returns were re- 
ceived from 156 questiqnnaires sent out, resulting in a 28 per cent 
response rate which was pretty good in the Hong Kong context. A 
total of 42 returns were usable for subsequent analysis. 

The main part of the questionnaire was an attitudinal survey. 
Respondents were asked to rate the attractiveness of Hong Kong 
as a location of their manufacturing investment with respect to 20 
items. A rating scale ranging from o (no influence) to 3 (decisive 
positive influence) was employed. Since the gateway argument 
emerges against the imminent change in Hong Kong’s political 
future, this article narrows its scope to focus chiefly on the political- 
ly-related attitude of the foreign investors, Fight such statements 
were picked out in the analysis. 

In order to evaluate the importance of Hong Kong’s new iale 
to foreign investors, a factor analysis on the eight statements was 
performed. The results are summarized in Table 1. As the table 
shows, two factors were generated. 


Table 1 


Matrices of Rotated Factor Loadings for 8 Politically-Related 
Variables for Hong Kong 























VARIABLE FACTOR 1* FACTOR 2* 

Good relationship of Hong Kong with China 0.23813 0.51217 
` Stability of the Hong Kong government 0.48154 — 0.04300 

Independence of the judiciary system 0.62419 0.26709 
Minimum bureaucratic red tape 0.70951 0.02876 
Freedom to repatriate earnings and interests 0.69983 0.11732 
Freedom to move capital and assets 0.49585 0.24959 
A stepping stone for future entry into . 

the China market — 0.03249 0.84313 
A suitable place to familiarize the firm with 

trading practices of China 0.11177 0.89654 





* Factor loadings that are underlined were used as the basis for interpreting the factor. 


Firstly, foreign investors looked upon the items “‘stability of the 
Hong Kong government;” “independence of the judiciary system ;” 
“minimum bureaucratic red tape;” “freedom to repatriate earnings 
and interests,” and “freedom to move capital and assets” as closely 
related. All these items are concerned with the philosophy and 
operations of the Hong Kong government, which together create 
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an internal environment for businéss operations. 

Secondly, the investors considered the items “good relationship 
of Hong Kong with China;” a “stepping stone for future entry into 
the China market,” and a “suitable place to familiarize the firm 
with trading practices of China” as another group of similar cop- 


cepts. This group of items is concerned with the present and future . 


relationship of Hong Kong with China. 

According to the item composition, Factor 1 can be termed 
“Business Operation Environment” and Factor 2 “China Connec- 
tion.” In other words, the gateway role that Hong Kong is sup- 
posed to assume does have its foundations in the foreign business 
community. 


OPPORTUNITIES FOR U.S. INVESTORS 


U.S. investors constitute the largest foreign investor group in 
Hong Kong. More than 700 U.S. subsidiaries are stationed there. 
It was estimated that U.S.$4 billion to $5 billion has been invested 
by U.S. businesses, making Hong Kong the second largest recipient 
area in Asia after Japan. Nevertheless, U.S, investors, as compared 
with the Japanese, did not seem to consider the use of their Hong 
Kong connections to facilitate their entry into China market very 
important, but rather valued more the role of Hong Kong as a 
manufacturing and distribution center to serve other export mar- 
kets.® Given the analysis in the last section, this author contends 
that. it is time for U.S. investors to find out ways to capitalize on 
the new function that Hong Kong is going to perform in facilitating 
their entry into China market. 

In a seminar cosponsored by Chemical Bank and the New York- 
Beijing Friendship Committee held in New York, president of 
Chemical Bank told the participants that he was impressed by the 
pervasive atmosphere of opportunities throughout China as a result 
of government’s policies directed toward ‘modernization.’ The at- 
tractiveness of China to foreign investors can be summarized as 
follows :® 

First, China has been implementing a long-term, basic ‘state 
policy of opening up to the outside world. Government officials have 
reiterated that the policy constitutes an indispensable and integral 
part of the whole process of the economic reform launched in 1979. 
China’s commitment to attracting foreign funds is evidenced by the 
establishment of the four special economic zones in Guangdong and 
Fujian and the subsequent opening of 14 coastal cities. Other indi- 
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cations are a series of measures taken to perfect the legal aspects in 
providing a favorable climate conducive to business operations, In 
the past, only joint ventures were permitted. Now, wholly-owned 
foreign enterprises may be set up. 

. Secondly, China is the biggest untapped market in the world with 
one billion people. Recently, Beijing has announced new concessions 
permitting foreign subsidiaries in China to sell 20 per cent of their 
production in the Chinese domestic market. 

Thirdly, according to the World Bank’s economic report on 
China published in 1982, the industrial base, infrastructure and in- 
stitutions are all better developed in China compared with other 
low-income or many middle-income developing countries. A con- 
siderable sum of money has been earmarked to improve the in- 
frastructure in the coming years. 

Lastly, China enjoys a very high credit rating, Therefore, fi- 
nancing an investment in China is easier and cheaper than in many 
other countries. 

As the experiences of U.S. companies that have started ventures 
in China gradually unfold, it becomes clear that doing business in _ 
the country demands patience, staying power and no illusion for 
overnight magic. One of the biggest hindrances is that U.S. com- 
panies do not have the know-how or experience of trade with China 
as a result of China’s long isolation from the outside world and a 
lack of a diplomatic relationship between the two countries for so 
long. It is precisely in this aspect that U.S. investors can capitalize 
on the gateway role of Hang Kong in seeking entry into the China 
market. 

Hong Kong can offer at least three distinctive advantages to U.S. 
companies which have interest in entering the China market. The 
most distinctive one is Hong Kong’s familiarity with working con- 
ditions in China and the friendly trade relations which have been 
established between the Hong Kong Chinese and people in China 
for a long time. Hong Kong is the most important actor in China’s 
open-door policy. It is estimated that about 60 per cent of total for- 
eign investment in China comes from Hong Kong. Hong Kong also 
tops all foreign investors in the number of joint ventures established 
in China. About half of the joint ventures set up in China in 1984 
were with Hong Kong partners. Hong Kong interests dominate in 
the Shenzhen special economic zone with about 80 per cent of the 
investment coming from Hong Kong. Teaming up with Hong 
Kong firms obviously enables U.S. investors to be more competitive 
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in the China market. 

The second distinctive advantage is the unique opportunity for 
U.S. firms to build up connections in Hong Kong with China’s 
business enterprises. The general manager of the Bank of China in 
Hong Kong told the participants in a recent symposium that China 
has invested close to U.S.$5 billion in Hong Kong in recent years 
with China-related business enterprises whose number approximates 
6o. These are out of a total of 110 such enterprises around the 
world, Another speaker in the same symposium estimated that by 
1991 Hong Kong will have no less than 1,000 such establishments.’ 
Undoubtedly, there are ample chances for U.S. companies in Hong 
Kong to establish much needed business connections with Chinese 
counterparts. An established network of China-related business 
enterprises in Hong Kong will give U.S. investors points of access to 
China. 

The third asset is the close proximity of Hong Kong to China. 
Hong Kong has long been the entrepot for Chinese products. When 
China opens its door to the outside world, Hong Kong naturally 
becomes the contact point with foreign business concerns. It is no 
secret that the Chinese wish to profit from the substantial skills and 
economic know-how of Hong Kong and from the ties of the Hong 
Kong community with the international business world, According 
to some U.S, executives, a company’s presence in Hong Kong is 
sufficient to secure business with China as the company may be 
approached directly by Chinese representatives. And these are not 
isolated cases. 

At the beginning of the 1950s when China was in political tur- 
moil, Hong Kong was chosen as a location where capital and entre- 
preneurs from China took refuge. At the beginning of the 1980s 
when China started pursuing its modernization program, Hong 

, Kong was said to serve as a bridge over which foreign capital crosses 
into China, With the sure destiny of Hong Kong becoming part of 
its motherland again after 1997, this gateway role concept is gather- 
ing momentum. 

China offers lucrative business opportunities. On the other hand, 
entry into the China market is a slow process for foreign investors. 
In this aspect, Hong Kong can offer at least three distinctive ad- 
vantages to U.S. investors who plan to tap the China market. It is 
common wisdom that the earlier you gain a foothold in a market, 
the better returns you get. This is particularly true in conducting 
business with China in which mutual trust must be built up gradu- 
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ally over many years. Once an amicable relationship with China is 
established, however, returns are manifold. It will be worth U.S. 
investors’ while to capitalize on the gateway role which Hong Kong 
is going to assume in gréater proportions in the future, 
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THE FIRST TEN YEARS OF 
COMMUNIST RULE IN LAOS 


By Martin Stuart-Fox 


N December 2, 1975, the kingdom of Laos was abolished to 
be replaced by the Lao People’s Democratic Republic 
(L.P.D.R.). Thirty years of intermittent warfare and inter- 

nal division were at an end, and most Lao looked forward to an era, 
if not of prosperity, then at least of national effort in a spirit of 
reconciliation and hope. Ten years later it is possible to make an 
initial assessment of the impact of the Lao revolution to draw up a 
balance sheet of the first ten years of Communist rule in Laos. Ad- 
mittedly any such assessment will be to a degree subjective but 
deeds can be measured against words, and the actual effect of poli- 
cies on the quality of life of the Lao people can be examined in the 
light of the stated goals of the regime. The following study is offered 
in a spirit of critical, but not unsympathetic, understanding based 
on more than twenty years of visiting and writing about Laos. More 
specifically, it reflects conclusions reached during five weeks of inter- 
views and discussions conducted in Laos during the months of July 
and August 1985. 

The period of Communist government in Laos can be divided 
‘into two phases: the first from mid-1975 to the end of 1979 and the 
second from 1980 to the present. The event which marked the 
transition from phase one to phase two was the unanimous endorse- 
ment by the Supreme People’s Assembly of the document known 
as the Seventh Resolution. This document proposed a number of 
important changes in economic policy, adoption of which was calcu- 
lated to improve the disastrous economic performance of the first 
four years of the new administration, Its effect, however, was not 
limited to economic policy: The Seventh. Resolution also had im- 
portant social and political implications. This article will begin by 
indicating some of the principal problems faced by the new regime, 
policies adopted to deal with them and the effects of those policies. 
It will go on to discuss the economic changes ushered in by the 
Seventh Resolution, their implementation and the major political 
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developments to which they gave rise. In conclusion, an assessment 
will be made of the current state of the Lao economy, present diffi- 
culties faced by the regime and the relations Laos enjoys with other 
states, particularly Vietnam. 

The sudden collapse of rightwing regimes in “Kampuchea and 
South Vietnam in April-1975 effectively cut short the life of the 
Third Coalition Government! in Laos.-by,; providing conditions for 
a Communist: seizure of power. In taking advantage of the oppor- 
tunity provided, however, the Pathet Lao* were forced to abandon 
the process of political consolidation they had embarked upon to 
establish their influence in the centers of population along the 
Mekong river. As a result, a small-number of. revolutionary cadres 
faced the problem of -how to exert control over a much larger and 
better educated urban population which had come to expect an 
artificially high standard of living båsed almost entirely on: massive 
injections of American and- other foreign aid. Once this aid was 
withdrawn, the Lao economy collapsed: and-the regime was faced 
with growing popular dissatisfaction, especially on the part of the 
urban middle class. Thus during the first period of Communist gov- 
ernment in Laos from mid-1975 to the end of 1979, the Pathet Lao 
were concerned above all to consolidate political power in order to 
safeguard the continued existence of the new regime. 

During the latter part of 1975, the Politburo of the Lao People’ s 
Revolutionary Party (LPRP) took a number of political and eco- 
nomic decisions which set the course of events in the country for the 
next four years, The first pf these was to dispense with the pretense 
of coalition government, abolish the monarchy and create:a people’s 
democratic republic. This necessitated repudiation of the eighteen- 
point political program which the Pathet Lao themselves had put 
forward and which had become widely accepted as an effective 
blueprint for the future of the country—including retention of the 
monarchy, guarantees of individual rights and freedom, continua- 
tion of a mixed private-state economy and pursuit of a neutral fot: 
eign policy? 

Anticipated popular opposition to the abolition of this program 
forced the Pathet Lao to take steps to neutralize opposition in ad- 
vance. The decision was made to incarcerate all military and police 
officers and most higher ranking civil servants in so-called reeduca- 
tion camps for an indefinite period. Officers and officials were -in- 
vited to attend seminars in which Pathet Lao policies would be 
explained and discussed. That so many agreed voluntarily to attend 
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indicated not simply naivety regarding Pathet Lao intentions, but 
a genuine desire on the part of many to work with their new politi- 
cal rulers in building a peaceful, independent and prosperous Laos. 

The removal of so many potential opponents of the regime (other 
leading rightwing politicians and generals had already fled the 
country) left the way open for the Pathet Lao to move rapidly. tot 
ward socialization of the means of economic production and distri- 
bution. During 1976 and 1977 a series of government decrees intro- 
duced controls limiting private commerce (what could be sold, by 
whom and at what prices), the movement of goods and the pro- 
vision of services. Various new taxes and duties were introduced, 
including a progressive taxon rice production. Individual freedom 
of-movernent and freedom of association were severely curtailed. 
Early in 1976, a campaign of cultural and ideological rectification 
was instituted. Not only were all vestiges of decadent and tainted 
western influences to be stamped out, but traditional Buddhist rites 
and ceremonies were also actively discouraged as superstitious and 
economically wasteful practices, 

The major effects of these measures were both social and eco- 
nomic. Distrust of the Pathet Lao became widespread once it be- 
came clear that they had no intention of pursuing the policies they 
themselves had embraced in their “eighteen-point program,” and 
that they had equally no intention of honoring their promises that 
courses of political reeducation would be of short duration. A 
climate of suspicion and fear was generated through ideological 
denunciation of “enemies of the state” by anyone who felt so in- 
clined. Informants remained anonymous; arrests were made without 
any formal investigation, and no defense was possible. As a personal 
relationship with anyone arrested could itself be a reason for arrest, 
social contact tended to be reduced to a minimum. Not until Octo- 
ber 1978 was an ordinance circulated, though never officially pub- 
lished, setting out procedures to be followed in the case of ‘arrest 
of persons accused of ideological “crimes” or of being tainted by 
the cultural values of the capitalist West. The ever-present possi- 
bility of arrest for some unknown “crime” sent thousands of. Lao 
refugees across the Mekong to Thailand. ` 


COLLAPSE OF URBAN ECONOMY 


. On the economic front, Pathet Lao policies had equally deleteri- 
‘ous-effects:..With the termination of American aid, the Lao urban 
economy all but collapsed. Inflation and change of currency effec- 
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tively reduced salary levels of civil servants to a fraction of previous 
amounts. Families with members in reeducation camps were re- 
duced to selling off valuables merely to survive. Government pro- 
curement of rice fell far short of the quantity required, partly 
because of climatic damage to crops, but partly too because peas- 
ants, deprived of the incentive of free market prices, reverted to 
a subsistence economy by planting only enough for their personal 
needs, At the same time, government controls over the movement 
of goods and monopoly of imports and exports destroyed the eco- 
nomic prosperity of traders and shopkeepers in Vientiane and other 
Mekong towns. 

The combination of political repression, social control and eco- 
nomic collapse led to a massive exodus of refugees from Laos that 
the authorities were unable to stanch. From the region of Vientiane 
in particular, but also from other Mekong river towns it was all too 
easy to cross to Thailand. In 1976, almost 20,000 Lao left Laos, 
double the number who left in 1975. In 1978 the number rose to 
48,781, or almost 134 every day throughout the year.* Most who 
left in 1975 feared arrest and retribution at the hands of the Pathet 
Lao for a variety of reasons—wartime activities, anti-Communism, 
working for the United States in some capacity, etc. Those who 
fled later included many Chinese and Vietnamese merchants and 
businessmen, the families of officers and officials still in reeducation 
camps, former soldiers and police and, increasingly, middle- and 
lower-level civil servants who left with their families for fear of 
arrest or because they could see no real future for themselves or 
their children in a state where their class origins and education told 
against them. In addition, by 1980 over 100,000 hilltribe people 
had fled the country, most of them Hmong and Yao who had fought 
for the “Secret Army” funded by the Central Intelligence Agency 
in northern Laos. 

This hemorrhage of population from Laos has been one of the 
most important effects of and influences on government policy over 
the first ten years of the L.P.D.R. Not only has loss of population 
been one of the most serious suffered in percentage terms by any 
modern state, it has also been remarkable for the fact that those 
who left constitute by far the majority of all educated Lao. The 
effect on the country has been catastrophic, setting back develop- 
ment by at least a generation. A critical shortage of educated cadres 
continues to act as a major restraint on the economic development 
of the country. 
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. The outflow of refugees across the Mekong gave the government 
additional cause for concern over the problem of security. The con- 
centration of Lao refugees in large and overcrowded camps just 
across the Mekong in Thailand provided ‘ideal conditions for the 
recruitment of potential insurgents to be trained and infiltrated 
back into Laos to sabotage and disrupt the new regime. For the 
first years of its existence, the Pathet Lao government was obsessed 
with the problem of security. Constant appeals were made to cadres 
and citizens alike to be vigilant and watchful, to report any suspici- 
ous persons and to counter all antirevolutionary schemes. This con- 
tributed considerably to the stifling atmosphere of fear and sus- 
picion which characterized the period from 1976 through 1979 and 
which itself contributed to the decision of so many to leave. 

In effect, the new regime was never under severe threat as a 
result of the activity of its enemies. Most of those who left in 1975 
wanted only to live abroad on the proceeds from their often ill- 
earned wealth. They were not the stuff of which insurgents are 
made! Of those who fled later, most were urban Lao who crossed , 
with their families. Few had any aptitude for or interest in insur- 
gency. Once an opportunity for resettlement in a third country 
presented itself, most left the camps to begin life afresh in France, 
the United States or Australia. The only serious opposition to the 
new regime came from the remnants of General Vang Pao’s “Secret 
Army” in northern Laos. Even though Vang Pao himself and hun- 
dreds of his officers and their families had already been airlifted 
out to Thailand, it took the best part of two years for the combined 
Lao and Vietnamese forces to défeat Hmong insurgents in the Phou 
Bia mountains. 

Government policies rather than insurgent propaganda were 
mainly responsible for continuing dissatisfaction with and opposition 
to the new regime. In 1978, following disastrous drought-reduced 
harvests in the previous year, the government introduced an interim 
three-year plan whose primary goal was to make the country self- 
sufficient in food grains. As an integral part of this plan, in May 
1978 an accelerated program was launched to collectivize agricul- 
ture. II] conceived and poorly executed, it proved to be a disaster 
both from the point of view of production and because of the op- 
position it generated among the Lao peasantry who had previously 
been relatively sympathetic toward the new regime.° 

As government-announced figures for the number of new co- 
operatives climbed steadily, so did popular discontent. Peasant 
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attachment. to their land proved as strong in Laos as elsewhere. 
Farmers objected to what they took to be the loss of their land and 
the pooling of means of production (draft animals, plows, etc.). 
Even the promise of some form of eventual compensation was’ not 
enough to convince peasants to’ cooperate. Coercion onthe part of 
overzealous cadres and failures of the government to’meet promises 
of. material. assistance to cooperatives orily compounded the prob- 
lem. Passive opposition became’ widespread.. In some areas, live- 
stock were butchered and crops destroyed. Peasaits. in southern 
Laos began. fleeing to’ Thailand. As a result, ‘insurgents. crossing 
from Thailand. were able temporarily : ‘to step ap both ee 
ment propaganda and recruitment. `` 
By mid-1979 it was clear that cooperativization program was 
having a serious effect on both agricultural production and internal 
security, Implementation of' the program lad been premature and 
had not been based on adequate socioeconomic analysis, ‘Land 
ownership ‘in Laos was ‘not concentrated’ in a few hands; indeed, 
. almost all peasants owned some land of their own. The program 
had been launched for political and: ideological reasons ‘without 
preparation and without material support. Instead of furthering the 
“three revolutions” (socialization of the means.and relations of 
production, application of science and technology; and cultural and 
ideological formation of the Lao people) , the cooperativization pro- 
gram had `an entirely negative effect. Only in those former “liber- 
ated areas” long under Communist control where cooperation under 
wartime conditions had been essential for survival; did cooperatives 
function effectively. In July 1979, in the face of what promised to 
be a disastrously reduced planting of rice, the Central ‘Committee 
of LPRP issued a directive temporarily curtailing the cooperativiza- 
tion of agriculture. The centerpiece of the interim three-year plan 
was thus abandoned. The principal means. by which the plan was 
to‘ have achieved its targets had proved a failure. It was essential, 
therefore, for LPRP to > rethink its economic - Strategy. i 


` 


REFORM OF POLICY AND ORGANIZATION 


The second phase of Communist government in Laos was ushered 
in by the Seventh Resolution of the Supreme People’s Assembly 
endorsed in. December 1979. In many ways this. was a remarkable 
document, for it tacitly admitted. that economic -goals had.not been 
met, that.the standard of living had deteriorated, and. that, worse 
still;,the regime had failed effectively to: legitimize its exercise -of 
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power. However, the Seventh ‘ReSolution -was more. than an eco- 
nomic document, ‘for it ushered in'a phase of “liberalization” which 
extended well beyond purely economic matters, but .whose dimen- 
sions were never clearly defined. Many of the political developments 
during the second’ phase of Communist’ government in Laos can be 
understood as part of an ongoing struggle to define the extent of 
economic, social and even political. liberalization to be pues in 
the L.P.D.R. ° 

‘The Seventh Rebhition embodied major changes in: economic 
policy. It admitted:that, while Laos might be in the process of “by- 
passing capitalism,” it was going to. take time to .construct.a socialist 
economy. In the meantime, the economic health of the country’ re- 
quired that five different economic sectors be recognized ‘and stimu- 
lated—the individual economy of private’ production for, personal 
gain, the capitalist economy, the collective economy, the state sector 
and joint state-capitalist: enterprises. To this. end, the government 
decreed that not only would private production and marketing be 
encouraged, but so too would the investment of. private capital in 
larger enterprises, either privately controlled or run in conjunction 
with the state. Restrictions on private production and internal trade 
were to be liberalized; price controls were to be ‘abolished for goods 
sold on the free market. (Subsidies on’ goods sold to civil setvants in 
state shops were reduced, but not abolished.) Government finances 
were to be overhauled and controls decentralized: Economic man- 
agement of state enterprises was to be reformed 2 taking profit as 
the criterion of efficiency. 

- To-back. up these measures, any ‘in ‘1980 the government 
changed the nation’s currency for the second ‘time in four years, 
while effectively devaluing it by 60 per cent as against the U.S. 
dollar. A new “National Bank Kip” replaced the “Liberation Kip” 
introduced in 1976. As an incentive to stimulate agricultural pro- 
duction, progressive taxes were abolished ‘and ‘replaced by a single 
fixed tax leveled according to productivity of land, frozen at a rate 
of 100 kilograms per hectare fòr lowland paddies for à period of 
five years. All increase in production, even from a second *cop, 
henceforth could be disposed of by the grower on the open market. 

Already by the end of 1980, when LPRP celebrated its first five 
years of existence, it was evident that the reforms of the Seventh 
Resolution were having some effect. More and. varied food supplies 
were available in local markets, especially in Vientiane, “together 
with quantities of consumer goods. imported from Thailand. -Prices 
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were high, however—often beyond the reach of civil servants— 
partly as a result of local market forces, but partly too because of 
shortages resulting from repeated unilateral Thai closures of the 
border with Laos after ‘almost every incident along the Mekong. 
Even more encouraging, the government was able to announce a 
rice harvest for 1980 of one million tonnes, a marked improvement 
over the previous year. In addition, timber production had in- 
creased to more than double the 1977 figure and electricity produc- 
tion had tripled with completion of the second stage of the Nam 
Ngum hydroelectric scheme. Both timber and electricity were main- 
ly exported to Thailand, earning the regime much needed foreign 
exchange. 

The Politburo and Central Committee of LPRP were sufficiently 
encouraged by the initial response to the reforms of the Seventh 
Resolution: to enshrine the same broad principles in the country’s 
first five-year plan. The plan was drawn up with the aid and thus 
evident endorsement of Soviet and Vietnamese experts. In addition, 
it drew upon advice offered in a series of economic reports prepared 
by the International Monetary Fund and the Asian Development 
Bank. In broad terms, according to LPRP Secretary-General 
Kaysone Phomvihane, the first five-year plan had two objectives: 
to “normalize the material and cultural life of the people” and to 
“concentrate on building those enterprises which are strategically 
important to our economy and national, defense.” Seven priorities 
were listed, of which the first was to increase agricultural produc- 
tion. Others included building “strategically important enterprises,” 
consolidating state enterprises, training economic managers and 
technicians, acquiring and utilizing foreign economic assistance, and 
completing the literacy campaign. The seventh priority was to con- 
solidate and restructure “organizations which manage the economy 
and the state”—a task that was taken in hand by the Third Party 
Congress of LPRP which met in April 1982. 

The actual five-year plan has never been published. It has not 
even been made available to the United Nations Development Pro- 
gram (UNDP) officials in Laos, and remains a closely guarded 
secret document in the hands of the Planning Commission and its 
Soviet and Vietnamese advisers. However, a government ordinance 
dated November 28, 1980, listed the principal targets to be achieved 
over the five-year period of the plan.* Targets were given as percent- 
age increases over unstated production figures for 1980. They in- 
cluded, notably, an increase of 65 to 68 per cent in the gross social 
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product, of 38 to 40 per cent in ineome from domestic production, 
a doubling of industrial production and an increase of 23 to 24 per 
cent in total agricultural production. Consumption of rice and 
“other starchy foodstuffs” was targeted to reach 350 kilograms per 
year per person, requiring at least a 20 per cent increase in pro- 
duction over the 1980 harvest. Maize production was to rise by 60 
per cent, tobacco by 89 per cent and coffee by 53.8 per cent. Much 
of the increased production of nongrain crops was destined for ex- 
port “in accordance with different agreements and contracts al- 
ready entered into.” The details of these commitments have never 
been published, but Kaysone did reveal in his speech setting out 
the broad guidelines for the first five-year plan that exports of Lao 
agricultural produce to the Soviet Union were due to begin in 1981. 
Similar agreements with Vietnam, especially for timber and forest 
products, were already in force. 

The economic targets set for the first five-year plan met with 
universal approval. Agreement was less than unanimous, however, 
over the means necessary to achieve them, especially as these had 
wider social and political implications. Political developments over 
the last five years can largely be seen as part of an ongoing struggle 
to define the sociopolitical context within which the Lao economy 
is to be permitted to develop. In this lies the significance of the 
Third Party Congress, the increased political influence of provincial 
administration and the military, and the series of high-level arrests 
and releases which have taken place over the last two years. 


PARTY CONGRESS’ MAJOR TASK 


The major task of the Third Party Congress of LPRP was to 
address one of the priority areas listed in the first five-year plan— 
namely to consolidate and restructure those “organizations respon- 
sible for managing the economy and the state,” beginning with the 
party itself and the government. Consolidation of LPRP was 
brought about firstly through reconfirmation of the top leadership 
making up the Politburo of the party, and secondly through dou- 
bling the number of members in the Central Committee to provide 
representation for increasingly influential groups within the party— 
in particular for the military and for provincial administrations. Of 
the 22 new full and seven alternate members of the Central Com- 
mittee, nine were army officers and seven were powerful provincial 
party secretaries.’ 

At the same time the Secretariat of the Central Committee was 
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enlarged and strengthened by the addition of three new members 
to the previous six, and a series of special committees were estab- 
lished to serve the.Central Committee. These included the Central 
Organizational Committee, the Central Propaganda Committee, 
the Committee for Inspection of the Party and State, the Commit- 
tee for Administration of the Party and State School for Political 
Theory, and the Committee for the Popularization of Party Policies. 

A-far more sweeping restructuring of the government followed 
from the Third Party Congress, On July 27, 1982, the Central Com- 
mittee agreed on the appointment of members of the new govern- 
ment.” This functions on three levels, At the apex is an inner cabinet 
responsible for coordinating and applying party policy and making 
major government decisions. It is presided over by Kaysone as 
chairman of the Council of Ministers, and includes as vice-chairmen 
the four members of the Politburo holding government portfolios, 
along with the newly appointed president of the powerful State 
Planning Commission, Sali Vongkhamsao. Below these rank addi- 
tional members of an “outer cabinet” of ministers and presidents 
of state committees with ministerial standing. They are designated 
either as full ministers (when they are concurrently full or alternate 
members of the LPRP Central Committee), or as being “in charge” 
of a ministry (when they are not on the Central Committee). The 
sole exception is the Minister of Justice Kou Souvannamethi, who 
has full ministerial rank but is all but inactive, since the dispensing 
of justice in LPRP seems to be the concern primarily of the Ministry 
of the Interior. 

The number of ministries was increased to 14—namely Foreign 
Affairs; Defense; Finance; Interior; Agriculture, Irrigation and 
Agricultural Cooperatives; Education, Sport and Religion; Culture; 
Commerce; Industry, Handiérafts and Forestry; Materials and 
Supply; Construction ; ‘Transport and Communications; Public 
Health, and Justice. THe five State Committees were named as 
dealing with Planning; Nationalities; The State Bank; The News 
Agency, Newspaper, Radio and: Television, and Social and Veterans 
Affairs. Three newly appointed ministers, were military officers, as 
were a number of vice-ministers. 

A third level of government consists of aboot 65 vice-ministers, 
many of whom were appointed for their technical competence 
rather than for their revolutionary record during the “Thirty: “Years 
Struggle” from 1945 to 1975: A number of these vice-ministers were 
Western trained, mainly in Frarice; and a handful held positions 
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under the former regime. The fact that these latter were given vice- 
ministerial responsibilities reflected the desperate need the regime 
had for technically trained personnel. It also signaled a degree of 
political liberalization that ‘would have been unthinkable three years 
earlier. 

As already noted, the expansion of the Party Central Committée 
and the restructuring of government ministries reflects an increase 
in influence both of. provincial party leaders and of the military 
within the party and state government apparatus. Seven full mem- 
‘bers of the Central Committee are powerful secretaries of provincial 
-Party Committees; two more, one an alternate member, represents 
the Vientiane People’s Administrative Committee, responsible un- 
der a recent reorganization for administering an area far more 
extensive than the municipality of Vientiane, amounting in effect 
to the seventeenth province. 

From the time of the seizure of power by the Pathet Lao in 1975, 
a surprising degree of provincial autonomy has existed in Laos. In 
part this derives from well-established regional loyalties dating back 
to the division of the unitary Lao state into three separate kingdoms 
at the end of the’ 18th century. In part it is due to geographical fac- 
tors, to topographical divisions and to the lack of adequate means 
of transportation and communication. In part too, however, it re- 
flects the existence of regional power bases that developed within 
the revolutionary movement during the “Thirty Years Struggle,” 
and the determination of regional leaders to retain the power they 
had won. It is notable, too, that at the provincial level the repre- 
sentation of minority ethnic groups in positions of power ( provin- 
cial party secretaries or chairmen of provincial’ administrative com- 
mittees) is far greater than their representation on the Central 
Committee of the party or in government. Among the seven provin- 
cial representatives on the Central Committee, four are from 
minority ethnic groups. Nine of the sixteen provincial party secre- 
taries are from ethnic minorities. Given the struggle minority groups 
have had in Laos to wrest some politica] power from the culturally 
‘dominant ethnic Lao, it is perhaps not surprising that members of 
minority groups who played important roles during the liberation 
struggle should resist any diminution of their authority. 

What is remarkable ina socialist state is the extent to which de 
facto regional autonomy has been given official recognition and even 
encouragement in Laos.’ Given the lack of resources of the central 
government, it has been to make a virtue of necessity to stress the 
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need for regional self-sufficiency. But this has been extended not 
just to the production of food crops and other basic necessities; it 
also includes the financing and implementation of provincial devel- 
opment programs. Provinces draw up their own development pro- 
grams for which provincial officials are responsible, not centrally 
appointed experts. Plans are coordinated by the Central Planning 
Commission, which attempts to find foreign donors (UNDP and 
other U.N, agencies, bilateral aid donors or, in the case of smaller 
projects, private aid agencies such as humanitarian and church 
groups). If central finance is not available, provinces can raise their 
own funds by entering into exports agreements with foreign com- 
panies or states—providing they have already met central govern- 
ment procurement targets. For example, a province producing 
coffee must meet a quota determined by the central government 
on the basis of its contract commitments (with socialist’ bloc states). 
Any production in excess of this quota the province is free to dispose 
of in any way it wishes—through trade with neighboring provinces 
in Vietnam or Kampuchea (or, in the case of northern provinces, 
with China, though this is not officially admitted) or by selling on 
the world market through private companies in Thailand, Singa- 
pore or Japan. Where convertible foreign currency is obtained the 
central government takes a percentage, and the rest goes to the 
province which can then purchase, usually through Thai or Japa- 
nese trading companies, any equipment or supplies required for its 
own development projects.” 


PROVINCIAL INDEPENDENCE ` 


This independent source of funding effectively reinforces the 
autonomy of provincial authorities vis-à-vis the central government. 
It also opens the way for interprovincial competition in marketing 
and for the possibility of corruption, neither of which is desirable. 
‘What is significant, therefore, is that over the course of the first 
five-year plan, provincial authority has not been reduced in any 
way. Rather it has been formalized and reinforced. In some cases 
provincial authorities even refuse to recognize the jurisdiction of 
the central government. For example, travel permits issued to for- 
eign aid experts in Vientiane have not in the past automatically 
been accepted by provincial authorities who zealously guard their 
own prerogatives to decide who will be allowed to visit their pro- 
vince. Routinely now central government ministries must obtain 
provincial authorization before issuing travel permits. Nor do rules 


M. Stuart-Fox 67 


and regulations which apply in Vientiane necessarily extend to the 
provinces. While it is perfectly acceptable for anyone to own a tele- 
vision set in Vientiane or in the provincial towns of Thakhek or 
Savannakhet for that matter and to watch Thai programs, this is 
strictly forbidden in Paksé. Anyone smuggling a television set into 
the Champassak province risks its confiscation and a term in 
prison.” 

Paradoxically, however, the high degree of provincial autonomy 
presently obtaining in Laos actually reinforces the importance of 
LPRP as the only centrally structured and unifying organization in 
the country. All provincial party secretaries, not only those on the 
Central Committee, regularly fly to Vientiane for consultations and 
discussions. The broad guidelines of the party are put into effect 
throughout the country. Those who wield power in the provinces 
do so by virtue of the positions they hold in the party. Their loyalty 
is therefore to the party, and this in itself acts as an important coun- 
terbalance to excessive regionalism. 

Such is not necessarily the case where the army is concerned. 
Under a reorganization announced early in 1985, the command 
structure in the army has been unified. Previously a dual command 
existed with authority shared between a military commander and 
a political officer. Under the new system, a single commander will 
be responsible both for military decisions and for political indoctri- 
nation. As a result, every officer will henceforth undergo intensive 
political training and every one will be a member of the party. In 
light of the increased representation of the army in the Party Cen- 
tral Committee and in government, the potential implications of 
this reorganization are considerable, It is too soon to be sure what 
the effects will be, but at the very least it is likely to strengthen the 
influence of the army within the party. Each officer must maintain 
a primary loyalty to the army as the basis for his career and pro- 
motional prospects, which will tend to pfoduce a potential “bloc 
vote” by the army within the party. 

The army can already count twelve representatives on the Cen- 
tral Committee of LPRP, not including former officers sueh as 
Phoun Sipaseuth likely to be sympathetic to the military, Five minis- 
tries are in the hands of army officers with two more, Foreign Affairs 
and Finance, headed by former generals. Not only is the Defense 
Ministry predictably entirely under the control of the army, but so 
too is the powerful Ministry of Interior with responsibility for the 
frontier police and political police. The Ministry of Interior is 


headed by General Sisavath Keobounphanh, concurrently chief of 
the general staff of the Lao People’s Army. The political police are 
run from the top story of the Ministry of Interior, an area for which 
the highest security clearance is necessary. 

Not only is the army the recipient of large amounts of both Soviet 
and Vietnamese military assistance and of a considerable annual 
budget allocation, but as of early 1985 it has been given the right 
to raise its own foreign exchange through similar means to those 
available to provincial administrations. The army has been granted 
large and potentially very valuable timber concessions, particularly 
in central and southern Laos where extraction is not too difficult. 
It has set up its own timber exploitation and marketing organiza- 
tion which has the right to deal directly with foreign buyers. Funds 
raiséd will be used by the army to finance construction projects 
allotted to it under the second five-year plan to run from 1986 to 
1990.” This extraordinary development can be seen both as a logical 
extension of the decentralization of economic management and as 
a reflection of the increased political power of the military. 

The political decisions taken during and subsequent to the Third 
Party Congress on the restructuring of the party, the government 
and the army, on center-province relations and on economic policy 
have not been without internal dissension. This has manifested itself 
both in the form of a series of dramatic arrests, and in some cases 
the subsequent release and rehabilitation, of vice-ministers and 
lower ranking bureaucrats, and in the form of an upsurge of what 
can best be described as “clanism” within the party. Examination 
of these developments throws interesting light on the political cul- 
ture of contemporary Laos. 

In March 1983, the Vice-Minister of Agriculture, Irrigation and 
Agricultural Cooperatives Sitaheng Latsaphone and the Vice-Pres- 
ident of the Committee for Social and Veterans Affairs Thongvan 
Phanlatsavong were arre$ted along with several dozen minor officials 
from these and other ministries. The arrests were made as a result 
of a series of allegations and charges of corruptions brought by other 
officials, notably on the State Planning Committee and in the Min- 
istry of Finance—allegations which were never adequately investi- 
gated prior to the arrests. Those arrested were imprisoned at Sam 
Khe outside Vientiane. In September 1983, 43 men were brought 
to trial. Proceedings were brief; evidence was not critically ex- 
amined, and no defense lawyers were permitted. Among the accused 
g2 including both officials of vice-ministerial rank were convicted 
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and given prison sentences. Ten were released. 


INSULT TO SOVIETS 


Also in March 1983, though for quite unrelated reasons, the 
Minister of Culture Sisana Sisane was relieved of his portfolio, 
allegedly for having been too vocally critical of a group of visiting 
Soviet entertainers. He did not, however, lose his place on the Cen- 
tral Committee of the party which he has continued regularly to 
attend and he has not been imprisoned, Instead he has been placed 
in nominal charge of affairs relating to Houa Phan province where 
he lives in a comfortable residence. The treatment of Sisana appears 
to be a Lao way of bowing to Soviet pressure, while making it clear 
that they consider it unjustified. 

Early in 1984, two more officials of vice-ministerial rank, one 
from the State Planning Committee and the other from the Minis- 
try of Construction, were arrested. Charges against the two men 
were never made public; however, the former, Latsamy Khamphoui; 
had been instrumental in denouncing officials arrested in the Minis- 
try of Agriculture, while the latter, Sengkham Phinith, was openly 
critical of certain economic policies. In mid-1984, after a month- 
long investigation conducted by a “special appeals tribunal” into 
allegations that some of the evidence against those tried in Septem- 
ber 1983 had been fabricated, both Sitaheng and Thongvan were 
released and restored to their former positions along with some 
other minor officials arrested with them. This was the first time the 
regime had been forced to admit it had wrongly arrested anyone 
and starkly illustrated its failure to institute any formal system of 
justice. 

Yet another sequence of arrests followed the release of Sitaheng 
and Thongvan, culminating in November 1984 in the arrest of two 
more vice-ministers, Oudone Pholsena from the Ministry of Finance 
and Chanpeng Bounnaphon from the Ministry of Commerce, both 
on charges of curruption. Oudone was implicated in the purchase, 
as new, of a second-hand heavy road making plant from a Thai 
company. Charges against Chanpeng, however, were never made 
public and he was released in June 1985 presumably after allega- 
tions against him were found to be unsubstantiated. 

The effect of this series of arrests and releases has been significant. 
It certainly contributed, though not substantially, to the greatly 
increased exodus of refugees to Thailand in 1984. It also all but 
paralyzed some ministries, notably Agriculture and Commerce with - 
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serious effects on aid programs’in the former and foreign trade in 
the latter, Timber procurement and marketing was particularly 
affected. In addition it had an impact on middle-level bureaucrats 
throughout government, as manifested in an even greater reluctance 
than previously existed to take even the most minor and technical 
decision without referring it to higher authorities. 

More interesting than their effects, however, were the multiple 
dimensions of these so-called “purges. » It seems likely that the first 
arrests of March 1983 reflected opposition on the part of some party 
members to the elevation to vice-ministerial status of persons such 
as Sitaheng and Thongvan who not only were not party members 
but had been associated with the former rightist administration. 
Another factor, involved in the arrests of both Sengkham and 
Latsamy, was their tendency to criticize government policy not just 
internally but even to foreign diplomats and U.N. officials. Criticism 
is permitted in Laos only within government ministries, in regularly 
conducted self-criticism seminars. In the case of Sengkham, his 
open criticism reportedly angered Kaysone himself, a possible rea- 
son for his continued imprisonment. 

Personal antagonism and personality differences also apparently 
played a part in these arrests, as did power conflicts between indi- 
viduals. Both Latsamy and Oudone were implicated in the fabrica- 
. tion of evidence brought to light by the review, leading to the sub- 
sequent release of Sitaheng and Thongvan. Latsamy was responsible 
for planning of agricultural projects and had come into conflict with 
Sitaheng and other officials in the Ministry of Agriculture over 
planning priorities. 

All this is not to say that accusations of corruption against a 
number of officials were without foundation. Oudone for one would 
seem to be implicated over the “Caterpillar” purchase. His arrest, 
along with others, served as a specific warning to other officials to 
keep corruption within limits—“within limits” because a degree of 
corruption is so widespread now in LPRP that it can almost be 
said to be officially tolerated. The reasons for this and its implica- 
tions will be discussed below. 

A further dimension of these arrests, which is a cause for specula- 
tion in Vientiane, is the extent to which they reflect the relative 
strength of what can best be called “clans” within the party and 
government. Partly because of the lack of any due process of law 
in LPRP and partly because of deeply ingrained family loyalties 
and the expectation that family members and close friends will sup- 
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port each other whatever the rights’and wrongs of a situation, there 
has developed a tendency in Laos for lower ranking officials to be- 
come identified as being part of the “clan” of supporters of a power- 
ful “patron.” Thus both Chanpeng and Oudone are believed to be 
protégés of the First Vice-President of the Council of Ministers and 
Politburo member Nouhak Phoumsavanh, between whom and the 
powerful President of the Planning Commission Sali Vongkhamsao 
there exists a long-standing antagonism. The fact that Chanpeng 
has been released, whereas Latsamy, a Sali protégé, remains in pris- 
on, is taken to indicate that Nouhak still wields considerable power 
and that Sali, though a rising star widely tipped to enter the Polit- 
buro at the Fourth Congress of LPRP scheduled for 1986, is yet 
unable or unwilling to press too hard to secure the release of “his” 
man. 

_ Finally, but by no means least importantly, mention must be 
made of the ideological dimension of these arrests. This has two 
aspects: the underlying ideological differences between those who 
urge further economic liberalization and those who favor a more 
“orthodox” and rapid transition to socialism, and the ideological 
weapons used to attack opponents. That real and important ideo- 
logical differences do exist within LPRP has been revealed by re- 
peated references to the “struggle to resolve the problem of who is 
winning over whom between the two lines—socialism and capi- 
talism.” This struggle, according to Kaysone, “developed to a new 
phase in a fiercer and more uncompromising manner” in 1984." 
However, successes during the first five-year plan proved that the 
“party line is correct and extremely creative.” The general line of 
the party laid down by the Third Party Congress and subsequent 
resolutions of the Central Committee was thus endorsed, particular- 
ly as this concerned implementation of new management mecha- 
nisms aimed at increasing the efficiency of state enterprises. 

Differences over the effectiveness and ideological purity of the 
new line do, however, remain, Debate within the party and govern- 
ment continues, fueled by the belief that any failings, any poor eco- 
nomic results are due not to erroneous policies (for the party line 
is always correct and has never changed), but to the insidious 
scheme of unidentified “enemies” bent on sabotaging the country’s 
development. The cleverest of these opponents are not agents of 
imperialism which has been soundly defeated (but for a few exiled 
“reactionaries” who cross from Thailand): They are the agents of 
Chinese hegemonism who attempt to undermine the party, govern- 
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ment and economy in order to drive a wedge between Laos and 
Vietnam. The fact that China has gone further than either Vietnam 
or the Soviet Union in liberalizing economic controls lays those 
within the party or government in Laos favoring similar policies 
open to charges of being “pro-Chinese.” Such accusations were 
allegedly made against both Sengkham and Oudone during the 
campaigns mounted against them. It is an accusation that is par- 
ticularly damning and almost impossible to refute. Even a technical 
error of judgment that results in difficulties in implementing some 
aid program can be seized upon by opponents as ideologically moti- 
vated “pro-Chinese” sabotage of the Lao economy. Self-criticism 
and reeducation at the very least are necessary to rectify such 
errors—or a term of imprisonment. 

Even the release of a number of falsely accused officials provides 
no guarantee that others will not be accused of ideological crimes 
they may be completely unaware of, and given long sentences in 
prison or reeducation camps before their innocence is recognized. 
The fear of such accusations remains ever-present in LPRP. It in- 
fluences all interaction and contact between Lao officials and non- 
socialist aid experts, diplomats, journalists or visiting academics. 
However, the liberalizing policies in force since the Seventh Res- 
olution have had some effect. Contacts are less strained than five 
years ago, Buddhism and traditional Lao ceremonies are now offi- 
cially condoned and even encouraged."* Pressures for a formal code 
of law are growing. A serious effort is at last being made to draft a 
constitution. It remains to,be seen whether the process of liberaliza- 
tion will continue, but the balance of political forces should become 
evident at the forthcoming Fourth Party Congress. In the mean- 
time, the political struggle between the two lines—dramatically but 
inaccurately defined as “toward socialism” or “toward capitalism” 
—-will undoubtedly continue to be fought out within LPRP. 


RESULTS OF THE FIRST FIVE-YEAR PLAN 


The first six sections of this article have provided a brief survey 
of political and economic developments in the Lao People’s Demo- 
cratic Republic since 1975. Hereafter an attempt will be made just 
to sum up the economic and social effects of ten years of Communist 
rule in Laos, taking special note of the impact of continuing outflow 
of refugees; ethnic minority problems and internal security; and 
second to examine Laos’ relations with other states, particularly the 
“special relationship” with Vietnam. 
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One of the priority tasks designated by Kaysone for 1985 was for 
each ministry to assess the results of the first five-year plan and to 
produce a report on overall achievements for the tenth anniversary 
of the regime. Some targets set for the five-year plan are said to 
have been met already, but such claims should be treated with 
skepticism. It is extremely doubtful, for example, that illiteracy has 
been abolished for all Lao between the ages of 15 to 45 as the gov- 
ernment claims. Despite the real efforts made in the field of educa- 
tion, many remote villages inhabited by tribal minorities lack even 
an elementary school and standards everywhere are dishearteningly 
low. In 1985, a number of enterprises such as timber processing 
and agriculture effected by the arrests of officials in 1983 and 1984 
are unlikely to meet specific targets. Overall, however, the gross 
targets of the plan will not be met despite government claims. 
The gross social product has not increased by 65 per cent nor has 
national income risen by anything like 38 per cent. Gross indus- 
trial production has not doubled. One of the major projects which 
it was hoped would raise industrial production, the 200,000 tons 
per annum cement works to have been constructed by the Soviets 
at Vang Vieng, has never got off the ground. Most of the factories 
built with Eastern bloc assistance have been small-scale affairs. 
Larger enterprises established before 1980 and often before 1975 
have been functioning at well below capacity. Targets: have also 
not been met in the area of communication and transportation. 
Much work still remains to be done of routes g and 13 linking 
Vientiane with the Vietnamese port of Da Nang. Maintenance of 
other roads has been poor and the state of roads in Vientiane itself 
is abysmal. Motorized transport has increased, but mostly in the 
urban areas, much less between provinces. Finally, there has not 
been anything like a 50 per cent increase in annual investment in 
infrastructure construction projects, even if all foreign aid commit- 
ments are included.” : 

The government can be guaranteed to put on a brave face for 
the tenth anniversary celebrations and to claim substantial achieve- 
ments by the first five-year plan. But statistics in Laos should not 
be taken at face value and it is more instructive to ask why targets 
have not been met. Apart from the kind of general problems related 
to economic planning faced by all underdeveloped socialist states, 
such as problems of investment planning, poor quality control and 
lack of administrative flexibility, Laos suffers from a number of 
specific problems which include a lack of trained personnel, poor 
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motivation of workers, geographical and ethnic difficulties, and 
internal insecurity, each of which deserves brief consideration. 

The lack of trained personnel in Laos is largely the result of the 
massive outflow of refugees. An unprecedented estimated go per 
cent of all trained and educated Lao have left the country since 
1975. In part the loss is being made up by training workers, tech- 
nicians and students in the Soviet Union and Eastern Europe (to- 
gether about 700 per year) and in Vietnam (around 1,200 per 
year). But even many of these have subsequently crossed to Thai- 
land. So extensive has been the outflow that it is almost impossible 
to find a bureaucrat or cadre in Laos of any standing in the party 
or government who does not have relatives settled abroad. 

Some of the reasons why so many Lao have fled their country 
have already been discussed. Apart from the fear of arrest as a re- 
sult of denunciation and abuse of arbitrary powers, continuing eco- 
nomic decline also convinced many Lao to seek a better life abroad 
for themselves and their children. By far the majority of the ap- 
proximately 75,000 ethnic Lao and 27,000 members of tribal 
minorities who have left Laos since 1980 left not because of political 
persecution, but for economic and other reasons, including the 
“pull-factor,” the “snowball factor” and Thai and U.S. refugee 
policies. The pull-factor operates through encouragement by those 
already settled in third countries of their relatives to join them. 
Glowing reports of life in America or Australia, photographs of new 
houses or cars, the remittance of an apparently ceaseless flow of 
money from abroad, all influence people to leave. So too does the 
snowball effect of seeing so many others leaving. So too do Voice of 
America broadcasts and ideologically motivated U.S. and Thai 
policies which treat anyone who leaves a Communist country as a 
political refugee. 

. In 1984, rumor was responsible for almost double the number of 
refugees reaching Thailand as in the previous two years combined. 
It was widely believed in Laos, without any basis in fact, that 
December 1984 would be the cutoff date for Lao arriving in Thai- 
land ,to be accepted for settlement in third countries. Many Lao 
who had repeatedly put off leaving did so in 1984 for this reason 
alone. This new influx and the growing reluctance of third countries 
to continue indefinitely accepting Indo-Chinese refugees eventually 
convinced the Thai to institute a new policy to deal with Lao ref- 
ugees. As of July 1, 1985, all those considered not to meet U.N. 
criteria as political refugees are to be returned to Laos as illegal 
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immigrants. The effect of this change was immediately dramatic. 
In July, numbers of Lao crossing to Thailand dropped from an 
average of 1,300 a month for the first six months to just go, half of 
whom were due to be returned as illegal immigrants.” Thus the 
new Thai policy is likely at last to stanch the flow of Lao to Thai- 
land. But the results of the outflow have already been catastrophic 
for the country, and must stand as a damning indictment of the 
insensitivity and arrogance of power demonstrated by the regime. 


POOR WORK ATTITUDES 


Another reason for the disappointing economic performance of 
LPRP is the poor work attitudes which are characteristic of most 
Lao workers and civil servants. These are due to a number of causes, 
some of which such as reluctance to take decisions or accept re- 
sponsibility have already been mentioned. Such factors are endemic 
wherever rewards go only to the ideologically orthodox and intel- 
lectually unadventurous. Another factor has been miserably low 
government salaries which provide little incentive to work hard. 
Indeed, salaries are so low that without supplementing them by 
some means families can hardly survive.” As a result, whatever 
initiative or imagination a civil servant has is reserved for making 
enough over and above his salary to feed his family. Not only does 
this stimulate the private economy rather than the state sector, but 
it increases considerably the degree of petty corruption. Most Lao 
now routinely pay bribes to officials to obtain any kind of document 
or permit, or for performance of any service. 

Geographical and ethnic factors have also retarded economic 
development in Laos. The country is very mountainous with no 
natural lines of north-south communication other than the Mekong 
river. Roads more often run east and west linking “sister” provinces 
in Laos and Vietnam. Resulting interprovincial trade reinforces re- 
gional autonomy and does little to assist integrated national devel- 
opment. Mountain regions in the east and north of the country are 
inhabited by ethnic minorities whose remote villages are difficult to 
reach and whose subsistence economy adds little or nothing to 
national development. Attempts by the government to restrict de- 
structive slash-and-burn agriculture in order to conserve valuable 
forests has met with resistance from hilltribe people, Resettlement 
in lowland areas has proceeded slowly, where it has taken place at 
all, for the government well recognizes that the loyalty of the hill- 
tribes is essential for internal security. 
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The problem of security, defense against the numerous uniden- 
tified “enemies” of the state, continues to be an obsessive concern 
of the regime. Every major speech stresses the need for constant 
vigilance in the face of the tricks and schemes of those intent on 
overthrowing the government or destroying the “militant solidarity” 
between Laos and Vietnam. The principal enemy singled out in 
government propaganda in China, but in fact the northern border 
has been generally peaceful. Traditional cross-border trade con- 
tinues and there is even communication between local Lao and 
Chinese military authorities. This contrast with the tense Chinese- 
Vietnamese border is interpreted as a subtle Chinese scheme to 
divide Laos and Vietnam by trying to convince the Lao that China 
has no quarrel with their country, and that poor relations between 
them are entirely due to the Vietnamese.” 

In the center and south of Laos and along the Thai border in the 
northwest, a few antigovernment insurgents are still active; but 
they are more of a nuisance to the regime than a threat to its exis- 
tence. Transportation, and even some aid projects have been dis- 
rupted by insurgent activity, but most incidents are handled by local 
government militia without the need’ for. assistance from: the -ap- 
proximately 50,000 Vietnamese troops stationed in Laos. Officials 
insist that the southern border with Kampuchea i is entirely peaceful, 
and that insurgent activity in Champassak province is very limited. 
Nevertheless, the threat of insurgency and constantly voiced official 
fears and calls for vigilance have created an atmosphere that has 
not been conducive to national development. 


LAO. FOREIGN RELATIONS 


Finally, mention must be made of Lao foreign relations. Over the 
last ten years, Laos has experienced most difficulty in its relations 
with Thailand. Though bilateral trade has decreased significantly, 
Laos is still dependent on Thailand for many. consumer goods and 
for transit rights for much of its foreign trade. Thai closure of the 
border immediately creates shortages and adds to inflation in Laos. 
At present Thailand designates 273 items as “strategic” requiring 
special authorization for shipment or sale to Laos. These include 
such things as medicines, bicycles and needles and thread. Much 
needed asphalt for Vientiane’s roads has been held up by the Thai 
on the grounds that it might be used for the construction of mili- 
tary airstrips. Such intransigence infuriates the Lao. Of far greater 
concern, however, has been the long running dispute (since April 
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1984.) over the temporary occupation by the Thai army of three 
border villages in Laos’ Sayaboury province. As of August 1985, the 
Lao claimed Thai militia still occupied a, ridge of Lao territory. 
The whole incident has been officially interpreted by Laos as an 
example of Thai expansionism, though at the same time the Lao 
have expressed their desire to normalize relations with Thailand in 
full recognition that good relations between the two states are in 
their national interest.” 

Lao officials frequently emphasize that the country’s foreign 
policy is to be friends with everyone, that Laos wants no enemies. 
Interestingly, what such a policy entails is a degree of neutrality 
that harks back to the stated foreign policy of the Third Coalition 
Government. The Lao recognize their need to tap all available 
sources of foreign aid. For this reason, Laos is a member of the 
Asian Development Bank and the International Monetary Fund. 
For this reason, too, relations with the United States are being 
actively improved, through Lao cooperation in tracing missing 
American airmen shot down over Laos, Friendly relations with 
other capitalist countries have been developed particularly with 
Sweden, Australia and Japan. Good relations also exist between 
Laos and the states of the Association of Southeast Asian Nations 
(ASEAN) other than Thailand. 

Relations between Laos and the Soviet Union and the countries 
of Eastern Europe are expressed in glowing terms. Together these 
states provide more than 50 per cent of all foreign aid to Laos. 
Hundreds of advisers (both economic and military), technicians 
and experts, staff aid programs in Laos, most of which concentrate 
on agricultural extension and processing and light industry. Soviet 
experts run the satellite communications station, the radio station 
and the meteorology service. Six Soviet advisers are permanently 
attached to the State Planning Commission, Major Soviet projects 
include construction of the Polytechnic University (running behind 
schedule) and a model 150 bed hospital in Vientiane. Soviet ex- ' 
pertise (and Vietnamese labor) is also responsible for construction 
of routes 9 and 13 linking Da Nang and Vientiane and for a new 
underground oil pipeline from the Vietnamese port of Vinh to 
Thakhek. 

It is, however, the “special relationship” with Vietnam which 
is most influential in shaping Lao foreign policy—particularly rela- 
tions with China and, to a somewhat lesser extent, with Thailand. 
As a result, despite Chinese willingness to improve relations, these 
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remain on an official level colélly formal—even though, as noted 
above and as freely admitted by Lao authorities, the border between 
the two states is peaceful. By contrast relations with Vietnam are 
extolled in the warmest possible terms. Vietnam provides con- 
siderable amounts of economic assistance to Laos particularly in the 
form of technical training, expert advice, infrastructure construc- 
tion projects (often by army engineering units), and in develop- 
ment of primary resources (potassium and gypsum mines, exploita- 
tion of forests, irrigation, etc.). In addition, Vietnam provides 
military assistance and training for the Lao People’s Army as well 
as stationing troops in Laos. 

Taken overall the massive Vietnamese presence in Laos under 
the terms of the 1977 Twenty-Five Year Treaty of Friendship and 
Cooperation between the two countries ensures for Vietnam a pre- 
ponderant influence in Lao affairs. This is not, however, exercised 
as some commentators have claimed in the form of a colonial or 
neocolonial control of all aspects of the Lao government and econ- 
omy. Vietnamese experts attached to Lao ministries fulfill the same 
role as do the experts of other countries: They give advice which 
they hope will be acted upon, but they do not determine policy or 
direct Lao officials in the performance of their duties. In fact, Viet- 
namese (and Soviet) experts can become just as exasperated by 
Lao inefficiency and relaxed attitudes to work as any other experts, 
and can do little or nothing about it. But even though Vietnamese 
influence over Lao affairs has limitations, ultimate Vietnamese 
political control is not in doubt. This is exercised, however, not in 
an overt fashion but through two channels—LPRP and the army. 
In other words, Vietnamese influence is not exercised on a daily 
basis, but as an ultimate sanction which the Lao are fully aware of, 
it can always be applied should occasion warrant it. 

This is not to say that Lao decisions are always taken in Viet- 
namese interests, A cloše relationship exists between the revolu- 
tionary elites of Vietnam and Laos, forged by thirty years of war 
and mutual assistance. Frequent contact ensures a continuing simi- 
larity of perceptions of common problems, both of economic devel- 
opment and of the security of their respective regimes. Thus similar 
decisions tend to be taken for similar reasons without specific in- 
structions being given or followed. That said, the fact remains that 
should any group within LPRP attempt to adopt policies conflicting 
with Vietnamese interests, particularly in the areas of national 
security and foreign affairs, so great is Vietnamese influence, so 
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close the contact. with so many Lao cadres, that dissidents could 
quickly be singled out, branded as anti-Vietnamese (accused of 
being pro-Chinese); and dealt with accordingly. Should indirect 
political pressure within LPRP prove ineffective, the Vietnamese 
could always fall back on the Lao People’s Army where their influ- 
ence is overwhelming. Either military cadres could act within the 
party to “neutralize” any anti-Vietnamese moves, or thé army could 
carry out arrests (through its control of the Ministry of Interior or 
directly ). Finally, there is always the presence of 50,000 Vietnamese 
troops in Laos, some of whom are based in close proximity to most 
major urban centers. The reality of these Vietnamese options is 
evident to-all Lao cadres, No one voices opinions which could be 
condemned as pro-Chinese for fear of being sent for reeducation to 
Vieng Say or Vietnam. All senior party and government officials 
spend six months to a year undergoing political education in Viet- 
nam. Without this, it is well known, one’s career is unlikely to 
prosper. The importance of the “special relationship” is thus driven 
home to every Lao, It is not taken lightly and it is not’ opposed— 
for the simple reason that the Vietnamese retain the means to de- 
stroy the career of anyone who might be tempted to do so. 

This article has attempted to provide an overview of political 
and economic developments in Laos during the first ten years of 
Communist government. For reasons outlined above, economic de- 
velopment has been disappointing. The standard of: ‘living, though 
somewhat higher today than five years ago, is still abysmally low. 
Party leaders have been singularly ineffective in imbuing most of 
their countrymen with a vision of national progress and individual 
effort. The sole concern. of most Lao remains what it has always 
been—to operate within the existing systém to the benefit of them- 
selves and their families. There is little evidence, in other words, of 
the new Lao socialist man that the regime set out to create. In 
fact, in certain significant ways the present economic and political 
situation in Laos shares similarities with that of the former regime. 
The country is as completely dependent now on Soviet aid as it was 
previously on American aid. Whereas the United States bought the 
allegiance. of a selfish power elite by providing them with oppor- 
tunities for the corrupt accumulation of wealth, the Soviets and 
Vietnamese have bought the allegiance of an equally small and ex- 
clusive elite by guaranteeing them a monopoly of power—a mo- 
nopoly which operates not through possession of wealth but through 
such factors as control of information, fear of accusation of ideo- 


80 


logical unorthodoxy and threat ‘of arbitrary arrest. For the peasant 
farmers and tribal minorities of Laos little has really changed. Their 
lives still follow the pattern of the seasons; their economies remain 
at the subsistence level, and their traditional ways and customs have 
proved remarkably resistent to change. This, however, may well 
constitute not simply cause for despair but also cause for hope over 
the future of Laos—providing always that the present regime takes 
seriously its own proclaimed belief in the self-mastery of the masses. 
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International Monetary Fund (IMF). Cf. Lao People’s Democratic Republic—Recent 
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INSTRUCTOR OF GEOLOGY 
IN NEPAL 


By H arutaka Sakai. 





‘A__ N Italian expedition.was'the first to reach the top of 8,611- 
PN -meter high peak Ke, the world’s ‘second highest mountain 
after Mt. Everest, in 1954. Peak K2 is located on the bor- 
der. of China and Pakistan. I was a schoolboy wheri I saw a docu- 
mentary film on the Italian party’s climb, ‘and I was attracted by 
the grand and sublime scenery of the Himalayas. At the same time, 
I was impressed greatly by the scientific training, elaborate prepara- 
tions and strong will and teamwork of the party members which 
enabled them to succeed in reaching the summit, although I was 
only a little boy under 10 years of age. I wrote a school composition 
on my impressions of the film and my wish to challenge the 
Himalayas in the future. My teacher gave me a high grade for this 
composition. 

Even before I entered grade school, I was interested in nature, 
particularly plants, insects, shells and rocks, I felt there was some- 
thing mysterious in rocks, minerals and fossils. When I entered 
junior high school, I began to learn that even rocks and fossils have 
their own order and classifications which they appear to lack. I also 
learned that these natural things held the history of the earth within 
them. By the time I entered high school, I had decided to major in 
geology in college. 

During those years, the highest peaks in the Himalayas were 
climbed successfully one after another, and there were few peaks 
left which had not been conquered by climbers. Therefore, the 
purpose of climbing changed. Climbers attempted to ascend the 
peaks by the toughest routes and in the severest times of year. Thus, 
climbers could no longer become “explorers” by reaching a summit 
which no one else had climbed. Therefore, I put away for the mo- 
ment my dreams of climbing the Himalayas and instead began to 
think about studying as a geologist how the Himalayas were formed. 
It may be possible, I told myself, for me to climb the Himalayas in 
five to 10 years if preparations are carefully made. But when that 
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happens, my purpose will be achieved when I gain the summit. 

However, the geological study of the Himalayas is a never-ending 
challenge, I sometimes felt like an ant pitted against an elephant. 
Even though I was determined to devote my life to this challenge, 
I knew it might be impossible to achieve a successful result. But I 
was attracted by the idea of being an “explorer” and decided to 
engage in the geological studies of the Himalayas. I belonged to a 
mountaineering club in my high school and later in college and 
practiced the necessary physical training during the time I was in 
graduate school, hoping I could climb the Himalayas someday. 

Since I was interested then in both exploratory expeditions to 
the Himalayas and the polar regions, I was attracted by the life of 
Fridtjof Nansen (1861-1930), a Norwegian explorer. His excellent 
idea produced an original design for a ship, which enabled it to 
surface itself on ice when it became icebound in the sea. Using this 
ship, named Fram, he made a successful expedition to the Arctic. 
Later he become the Norwegian ambassador to Britain and devoted 
himself to achieving a cease-fire in the Crimean War. I longed for 
such a life. Nansen realized his dreams when he was young and 
later devoted his life to diplomacy. 

When I was 25 years old, I had obtained a master’s degree and 
had started to work for my doctorate. Then, I decided to apply to 
join the Japan Overseas Cooperation Volunteers (JOCV) where 
I believed I could test my abilities. After one year, I was unex- 
pectedly assigned to teaching geology at Tribhuvan University in 
Nepal. I had been engaged in geological research on the Japanese 
archipelago. All of my teachers and friends advised me to go on 
with this research and to give up the assignment by JOCV.’ 

But my academic adviser at college and my father supported my 
decision to join JOCV. My adviser said, “The two-year service in 
JOCV is too short to fully develop yourself as a teacher or in the 
study of geology. At least four years will be necessary if this ex- 
perience is to bear any fruit. It will be a’ good experience for you 
to live abroad when you are young.” My father said, “Nothing can 
be completed in such a short period of two years in a foreign çoun- 
try where you cannot make yourself understood well. You should be 
prepared to stay there at least four to five years to carry out your 
plan.” After listening to this advice, I left Japan with the decision 
to stay in Nepal for at least thrée years, if possible, because I thought 
it would be a good chaicé to teach and study geology i in the Hima- 
layas where I once so badly wanted to go. 
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TEACHING IN NEPAL 


Nepal, where I was sent, became a unified nation at the end of 
the 18th century. It was under the regency of the Rana family for 
about 100 years after the middle of the roth century. In 1951, King 
Tribhuvan restored the royal regime with the support of India and 
Nepal abandoned its isolation as a first step toward becoming a 
modern country. 

To educate the native talent for the future of Nepal, Tribhuvan 
University was established in 1959. I was assigned to this university 
as an instructor in geology at the Institute of Science and Tech- 
nology which was set up in 1967. The department of geology was 
managed by two Nepalese instructors at that time. The teaching 
was poor in quality and the budget was insufficient. Therefore, it 
was given aid and cooperation by India. The Nepalese government 
proposed in its fifth five-year plan to educate 300 geologists to carry 
out research on mineral resources and water resources for the gen- 
eration of electricity, and to draw geological maps which were 
necessary for road construction and agricultural development proj- 
ects. In 1974, a master’s degree course was opened in the depart- 
ment of geology. 

However, there was no change in the teaching staff, budget or 
educational facilities, It seemed, therefore, it would be very difficult 
to achieve the target set by the government. To improve the situa- 
tion, Nepal sought the cooperation of the Peace Corps of the 
United States and JOCV. From Japan, two JOCV members were 
sent to Nepal in 1974 as geological researchers, They became en- 
gaged in geological research in the western frontier and eastern 
areas of the country where no geological survey had been previously 
conducted. They prepared much valuable data and many reports 
before returning home. The director of the Institute told me to 
work in both fields—teathing and research—and asked me to pre- 
pare a plan for these activities. 

The department was located in a nice white building with a clock 
tower in front of the Palace. But in contrast to the fine exterior, 
the equipment was very poor. Only two water taps were available 
on the campus of the Institute and there were no windowpanes. 
All the doors and windows had to be kept open to light the rooms. 
There was electricity but no bulbs for lights. Therefore, it looked 
like a warehouse rather than a school building. 

Six months before my arrival, two young Nepalese staff mem- 
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bers who had been trained in the Soviet Union and India respec- 
tively joined the department. When I came, the total number of 
staff members was then five. There were 10 students altogether in 
my class, who were studying for master’s degrees. However, it was 
a graduate course in name only. The level of the lessons were equiv- 
alent to what undergraduate students learned in Japan or even 
lower. The curriculum of geology, which was handed to me by the 
head of the department, was a copy of that of the University of 
London. The substance of the curriculum was wonderful and if 
the lectures and research were really carried out on the basis of this, 
the educational level would have been very high, even higher than 
at Japanese universities. However, considering the educational level 
in Nepal, it was impossible to give lessons in conformity with the 
curriculum of the University of London. 

Most of the students in my class had much knowledge about 
geological figures, but they did not have any practical experience 
and could not even perform simple mapping. Besides, they had not 
learned about basic things such as acidity and alkalinity. As a re- 
sult, in some cases, I had to start my lessons at the junior high school 
level in Japan, Thinking that all my students would work as geolo- 
gists in Nepal after graduation, I tried to give them practical lessons 
by using local materials for geological experiments and make my 
lectures easy to understand by showing them any charts and pictures. 
My way of teaching drew a good response from the students. 

My poor ability to speak English troubled them at first. When I 
asked them about my way of teaching, they said they were con- 
tented with my lectures but that it was hard to understand my poor 
English. This came as a shock to me. Then I had tried to speak as 
slowly as possible and wrote many words on the blackboard. Thus 
my language problem was overcome somehow. 

However, It was not easy to solve the problem of a shortage of 
equipment to conduct geological experiments in the class. Each 
student was assigned a microscope, but it had to be used near a 
window because there was no light. We did not have enough 
lithological laminas for observation with microscopes. In regard to 
sedimentary rock which was necessary for experiments in my class, 
we had only five or six laminas. As there were no fossil specimens, 
the students had to copy the sketches of fossils from textbooks of 
paleontology to learn about fossils, l 

One year and a half after my arrival, a young Nepali, who had 
finished his studies in the Soviet Union, joined us as a new instruc- 
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tor and the atmosphere in the department of geology greatly 
changed. At that time, the Nepalese Geological Society was estab- 
lished and the young instructors took part in the society as well as 
carrying on with their research activities. As a result, I felt our de- 
partment was now full of vigor. During my three years in Nepal, 
the educational conditions of our department improved a good deal 
and the teaching staff was expanded to eight. 


FIELDWORK. IN THE HIMALAYAS 


While I was teaching geology at the university, I conducted re- 
search to draw up a plan to carry out geological surveys in Nepal. 
Through this work, I learned that such basic facts as the structure 
of the stratum and the geological time in the Lesser Himalaya re- 
gion remained unknown. This was the main farming area of the 
country. 

It had been difficult to make a precise geological map because 
of the complicated geological structure and steep mountainous land. 
Therefore, Nepal had few maps available for national land develop- 
ment. The only reliable geological map and report in the country 
had been made by Jovan Stécklin, a Swiss geologist, who had been 
sent there by the United Nations. He commented: “The geological 
study of the Lesser Himalaya region is in hopeless confusion.” It 
had been hoped to exploit for a long time many kinds of mineral 
resources and inexhaustible water resources, called “‘white coal,” 
for the generation of electricity in the region. 

I chose the Palpa region, which lies 200 kilometers west of 
Katmandu, for my geological survey. My aim was to establish the 
standard geology in the Lesser Himalaya region, to make a detailed 
geological map which could be used in national land development 
and to write a survey report. with substantial contents which could 
set an example to Nepalese universities and the geology and mining 
board of the. government. With these aims, I planned to conclude 
the survey in three years and excel Stécklin’s accomplishments. 
Since there were almost no specimens of rocks and fossils kept for 
education in the department of geology, I proposed to establish a 
room in which geological specimens collected through the survey 
would be exhibited. I also decided to prepare a practical training 
course for fieldwork for students, which was suited for beginners 
and with designated areas easily accessible by transportation, and 
to write a pamphlet on guidance for their training to be completed 
in two years. 
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I engaged in the geological survéy for 100 days in the first year, 
125 days in the second and 80 in the third. It took me 60 other days 
to survey around the Himalayas to collect various specimens for the 
exhibit. This meant I spent a one-year period camping out in the 
mountains during my three-year stay in Nepal. I was in my twenties 
then and full of enthusiasm. I drew the geological map little by 
little on a white topographical chart of the Himalayas. In the sur- 
vey, I found unexpectedly many fossils and volcanic rocks, and I 
resolved the complicated geological structure on the basis of these 
materials. Camping alone at night, I thought of the history of the 
geological structure of the Himalayas, At those times, I enjoyed 
geology thoroughly. I sometimes camped on a dry riverbed or paddy 
field, made a simple oven with stones to cook local foods and ate 
them with my porters. I drank often with people who came from 
nearby villages. I could communicate with them well and learned 
many things outside of my field of geology from them. 

I was careful not to get hurt or fall sick during my survey. How- 
ever, I had to survey very dangerous areas such as steep mountains 
and deep valleys at the risk of my life. Fortunately, I never met 
with a serious accident. But two of my porters were taken with 
mountain sickness when we surveyed a mountain more than 5,000 
meters high. I had to care for them on the way down and carry 
their packs. There were such contagious diseases as cholera, typhoid 
fever, hepatitis, tetanus and rabies in Nepal, but I was never afflicted 
by any of them. However, I was troubled by parasitic worms, lice 
and ticks, because my porters transferred them to me while we 
worked and lived together in the mountains. In December of the 
second year, I suffered from bowel trouble caused by a worm called 
“giardia.” Although I lost my appetite and suffered from pain, I 
continued the geological survey in the mountains. 

I usually camped on the terrace or a dry paddy field near a con- 
fluence of rivers. It was my way to map ‘the land along the river 
upstream by a simple measurement on the scale of one to five 
thousand, make a geological survey and collect specimens of fossils 
and rocks, It took me three to five days to survey one valley, and 
then I moved on to the next to continue my work. I employed three 
porters and I always used one of them as my assistant in fieldwork. 
Of the other two men, one remained at camp to cook, wash and 
gather firewood, while the other went to the nearest village to get 
supplies of food and explain our work to the villagers so that they 
would not be suspicious of what we were doing. 
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Indra Bahadur, one of my porters, was a very impressive man. 
He was a poor peasant who owned a small field where he sowed 
corn, wheat and buckwheat and grazed a water buffalo and goat. 
He also kept a hen. His wife had given birth to nine babies, which 
was not unusual in that country, but only a boy and a girl survived. 
Since his farm could support his family for only two months, he 
had to go out and work as a grinder or as a construction worker to 
earn a living for his family. He always wore a ragged shirt and 
short pants. He never wore shoes and slept at night in the camp 
wrapped in a gunny sack. 

Although he was poor, he sent his son to junior high school. He 
dressed little better than a beggar, but he made his son wear shoes 
and neat clothes to school. He could barely write his own name, 
but his son could read my topographical chart written in English. 
I admired Bahadur, because most children in Nepal did not go to 
school but worked in the fields with their parents. I saw a ray of 
hope for the future of Nepal with a man like Bahadur who was 
eager to educate his son. 

Nepal has one of the lowest income levels in the world according 
to a United Nations report. Its average annual income per capita 
was about U.S.$120. However, when I visited Calcutta and New 
Delhi, I saw misery on the faces of the people living in the slums, 
while the Nepalese villagers always greeted me with smiles. I think 
that despite their poverty, they enjoyed the life they were living. 
Though Bahadur was over 40, he sometimes put a flower in his hair 
which he found by the roadside. He often spoke to farmers working 
in the fields and asked them about their crops. When he met girls 
coming to get water from a pool along a river, he always spoke to 
them, “You must always smile when you meet girls,” he said one 
day. After that, I tried to speak to little girls when I met them in 
my fieldwork. However, they always watched me with caution in 
the shade of a tree, although they did smile in a friendly way. I re- 
member once I had taken the wrong way, and a girl shouted: 
“You'll come to a dead end.” I feel communication between stran- 
gers is vanishing in Japan of today. 


SIGNIFICANT SURVEY RESULTS 


` At the beginning of my second year in Nepal, my reports on the 
results of my survey were fully accepted and trusted by the head 
of the department of geology. He asked me to teach one of the 
students working for a master’s degree how to do fieldwork the 
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following year. At the end of my second year, I could thoroughly 
explain the geological structure in the Palpa region. 

Finishing my task in Nepal for the two-year period, I temporarily 
returned to Japan with various fossils and minerals which I had 
found in the Himalayas. I asked Japanese experts to judge these 
findings. As a result, I learned that they were really new discoveries 
which revealed unknown facts and were of significant academic 
value. For example, through these rocks and fossils, it was learned: 

—that there were glacial drifts 280 million years ago in the 
Lesser Himalaya region; 

—that lava found in the Himalayas proved there had been 
volcanic activity 140 million years ago when the Indian sub- 
continent began to separate from Africa, Australia and Ant- 

arctica; 

= —that there were no Himalayas at that time and rivers 
flowed toward the Tibetan side from India, and 

—that fossils indicated that mammals migrated to the Indian 
subcontinent from the Eurasian continent when the subcon- 
tinent and continent crashed into each other 42 million years 
ago. 

In the last half of my third year in Nepal, I made a supplemen- 
tary survey and completed a geological map covering 1,500 square 
kilometers. At the same time, I started to draft a technical report 
which would include these findings. After mid-December of that 
year, I visited universities and institutions in India with good reputa- 
tions in geology and gave lectures on Himalayan geology to geolo- 
gists. 

At the end of March, I prepared 40 mimeograph copies of my 
survey report and sent them to institutions in Nepal. One month 
before my return home, I introduced to Nepalese instructors my 
practical training course for fieldwork which was included in the 
appendix of my report. However, my task of arranging collected 
specimens was interrupted because the university was closed owing 
to the prevalence of encephalomyelitis in Katmandu. The labeling 
was left unfinished. F 

As soon as I returned home, my academic adviser urged me to 
publish my report on the geological survey in Nepal as a scientific 
treatise. I spent four months in rewriting the report and reading 
the proofs, It was published before the end of the year. It brought 
a great response from scholars and researchers of Nepal, India and 
European countries. I received many letter of praise, But I was 
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happiest to receive a letter from Stécklin, whose accomplishments 
I had tried to exceed. He wrote: “I will congratulate you on the 
results of your study. You have won. It is indisputable.” I shouted 
with joy when I read this, and at that moment my sense of strain 
from spending so much time in Nepal began to disappear. 

Dr. B. N. Upreti, who was my friend and colleague in Nepal, is 
now staying in Fukuoka Prefecture to study methods of exploiting 
water resources for the generation of electricity and constructing 
dams, which are indispensable for the future development of Nepal, 
and on how to prevent landslides. I will help him as much as possi- 
ble so that he may obtain a satisfactory result from his studying in 
Japan, and it will be my repayment for all the favors I received in 
Nepal to help in the country’s development. 

My dream in my school days came true 20 years later. In another 
20 years I will be 50, and I hope to become another Nansen. To 
realize this new dream, I will proceed step by step on the basis of 
what I learned in Nepal. 


CHINA: PROBLEMS AND‘ 
PITFALLS OF ECONOMIC 
REFORM 


By Chang Pao-min F 





INCE 1978, China watchers throughout the world have been 
both astonished and fascinated by a long series of epoch- 
making reforms in this socialist land of one billion that have 

begun to produce fundamental changes in both the physical contour 
and social profile of the country. China’s economic liberalization 
and open-door policy have ushered in the most productive era in 
the 35-year history of the Communist regime, with an unprece- 
dentedly high growth rate of 7.9 per cent annually during the 1979- 
83 period (as compared to 3.9 per cent for 1953~78).' And the 
trend toward a more open and market-oriented economy appears 
irreversible, with far-reaching implications on the character and 
future of the regime. 

However, whereas the policy reorientation and reforms have 
brought immense material benefits to the livelihood of the peasant 
masses, they have also generated a whole range of new problems 
and pitfalls which, if left uncontrolled or unattended, are likely to 
negate much of the gains of the reform, threaten the survival of the 
new policies and even seriously impede China’s modernization proc- 
ess. 

Perhaps the most tangible result of the economic reforms has 
been a dramatic increase in the geographical mobility of ordinary 
Chinese generated by the decentralization and diversification of 
economic activities. The open-door policy has also led to a massive 
influx of foreign visitors, both tourists and businessmen. The com- 
bined effect of the two developments has been a tremendous growth 
in the volume of foreign and domestic travelers, which have serious- 
ly strained the long underdeveloped public and tourist facilities and 
created a formidable pressure upon all means of public transporta- 
tion, particularly the more popular railway network. With no con- 
trol over the volume of travelers of all kinds, the number of visitors 
from outside China alone shot up from 700,000 in 1978 to 12.8 
million in 1984—a net increase of 18 times over a short span of six 
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years.” Yet during the same peribd, the total length of railway track 
was expanded only by 8.6 per cent, and that of highways by 9.4. per 
cent, whereas only 18,340 new hotel beds were added during 1978- 
82.° The above calculations do not yet take into account the millions 
of domestic travelers who also have been making demands at least 
on the same transport facilities, Although complete statistics on the 
domestic travelers are unavailable, the official Xinhua News Agency 
estimates that the total volume of railway passengers have increased 
by as much as 88 per cent from 1978 to 1984 and that of highway 
passengers by 148 per cent during the same period, in spite of the 
limited growth in passenger-carrying facilities.* One is also told that 
as of January 1985, Beijing City had a daily influx of 800,000 visi- 
tors on official or private business from all parts of the nation, but 
there were only 230,000 hotel beds available to them.? 

The clearly inadequate facilities which have-not been and can- 
not be éxpanded fast enough to meet the rapidly rising demand 
have therefore caused unprecedented congestion on all means of 
public transport, as well as in all other public places, and have 
drastically slowed down and even begun to paralyze traffic’ flow in 
many large cities, including both the nation’s capital and the newly 
developed Shenzheng City.® Indeed, unplanned visits to or unguided 
touring in China today have become a real hazard for both Chinese 
and foreigners. Whereas foreign tourist groups can still count on 
China’s national travel service to make necessary prearrangements 
of lodging and transportation, it is virtually impossible for individu- 
al travelers to obtain express train tickets or hotel rooms on the spot 
without special prior authorization. The predicament of ordinary 
Chinese travelers is clearly much worse, as they have been given 
lower priority in the allocation of lodging places and tickets. And 
Chinese trains today often carry nearly twice as much as their nor- 
mal passenger load, but the resulting overcrowding is almost in- 
variably to be put up with by the domestic passengers. Apart. from 
generating an ever-growing sense of frustration among Chinese and 
foreigners alike, this situation has also increased dramatically the 
temptation. and opportunities of illegal. practices and outright cor- 
ruption for all parties concerned. Indeed, the now familiar scenes 
of congested trains, buses, stations, highways, hotels, restaurants and 
scenic spots are accompanied by increasingly prevalent phenomena 
such as withholding, overbooking and overpricing of train and bus 
tickets, hotel rooms and other public and tourist facilities, as well 
as other forms of open extortion. Black markets catering to the 
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needs. of travelers, particularly in the form of ticket rackets, have 
in fact appeared in a number of major cities, including Beijing and 
Guangzhou, and there is no sign of abatement of this problem as 
the nation continues to liberalize its policies and open itself up to 
the outside world.’ 

Along with the clear imbalance between much underdeveloped 
facilities and an increasingly mobile and open society is another 
equally serious problem of environmental pollution, which has been 
brought about not only by the massive horizontal flow of people, but 
also and mainly by the escalating process of industrialization and 
a new upsurge of consumerism now endorsed by the government. 
Over the past three years, the average amount of garbage in 27 big 
Cities is reported to have been growing by 9.6 per cent annually, a 
considerably higher figure than the nation’s economic growth rate.’ 
According to official sources, “garbage is piling up everywhere” in 
these cities and often dumped randomly, apparently because it is 
being produced at a much faster rate than it could possibly be dis- 


` posed of.° Even in Beijing, all the garbage dumping grounds in the 


suburbs have been filled to their capacity, and scouts have to be 
dispatched each day to look for possible new dumping sites.® In 
Changsha, an entire, once beautiful scenic island has been turned 
into a dumping ground in the past couple of years." 

The situation is by no means better in the countryside, as a result 
of the mushrooming of rural enterprises and specialized households. 
Under the new flexible economic policies, by January 1985 there 
were already 740,000 rural enterprises across the nation, employing 
some 32 million peasants or 10 per cent of the total rural work 
force.” Another 13 per cent of the rural population numbering 24 
million households or some 100 million people are now engaged in 
specialized trades and services.” Still growing in numbers and yet 
more or less left to their own devices, these new production units 
often freely dispose of their refuse, thereby causing considerable 
damage to the natural environment, particularly to the water re- 
sources which are vital to the livelihood of millions of Chinese. Ac- 
cording to official but clearly conservative estimates made recently, 
in 1982 alone 31 billion tons of waste water, 41 million tons of 
polluted gas and 400 million tons of industrial residue were released 
into the environment, and China already had “one of the worst 
pollution problems in the world.”* Although an Environmental 
Protection Law was enacted as early as September 1979, apparently 
it has not been of much practical use. In fact, the law did not spell 
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out specific, detailed requirements, procedural rules of observance 
or penalties to be levied on delinquent enterprises or households. 
Also no specific agencies have been created or designated for moni- 
toring pollution and enforcing the law at the grass-roots level. 
Therefore, the situation can hardly be expected to improve as 
China’s industrialization steadily picks up speed. 


MANAGEMENT OF ECONOMY 


A much less tangible but more serious problem concerns the 
management and regulation of an increasingly complex economy. 
In fact, China’s economic liberalization may be likened to the 
breakup of one huge pyramid into numerous small pyramids. As 
the decentralization of economic activities has not been accom- 
panied by a concomitant decentralization of political power, the 
emergence of thousands of semiautonomous enterprises and millions 
of individual production units and specialized households, which 
now have to interact with one another and with the market more 
or less on their own, have clearly confused lines of communication 
between government and economy and complicated problems of 
supervision and control at all levels. The diversification of economic 
activities and growing complexity of social interaction between pro- 
duction units have further posed a formidable challenge to the 
existing state and party hierarchies long accustomed to centralized 
planning, collective endeavors and rigid behavioral norms. The ap- 
parent incongruity between the tremendous volume and variety of 
economic and related activities and the limited facilities and ex- 
pertise available to regulate them has clearly led to a widespread 
atmosphere of confusion and chaos, as party and state functionaries 
struggle to keep in pace with new policies and new trends. It has 
also opened up numerous loopholes for unlawful dealings and illegal 
activities. Whereas production units everywhere have taken ad- 
vantage of their new freedom and the laxity in government control 
to promote their economic interests as best they can, party and state 
officials, rather than attempting to regulate activities for which they 
are poorly equipped and inadequately authorized, also have often 
decided to gain a share in the burgeoning commerce and industry. 
Hence the emergence and rapid spreading of many “unhealthy 
tendencies” and “economic malpractices” in recent years, particu- 
larly in the forms of Party cadres engaging in business or running 
enterprises, hoarding and resale of goods in short supply for exor- 
bitant profits, arbitrarily increasing prices and the indiscriminate 
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issuing of bonuses, embezzlement of public funds and theft of public 
property, etc.” 

Effective regulation and supervision of economic and related ac- 
tivities has been further hampered by the ‘paucity of relevant laws 
and regulations and, more importantly, by the still embryonic legal 
system. Although more than 300 laws and regulations dealing with 
all aspects of economic reforms have already been enacted since 
1979, they are yet to be adequately propagated and enforced.’* In 
fact, the drastic nature and rapid speed of economic reforms are 
still generating problems of all kinds much more rapidly than means 
and ways can be devised to cope with them, The upsurge of civil 
suits in general and economic disputes in particular has created a 
heavy and almost entirely novel burden upon the poorly staffed 
courts and the small pool of undertrained, inexperienced legal per- 
sonnel. From 1979 to 1983, the number of civil suits brought to 
courts increased from a mere few thousand to 700,000, and the 
number of economic disputes involving contracts signed between 
Chinese only have grown by more than tenfold, from 3,800 to 
44,000.” Yet in spite of the strenuous efforts made to train all cate- 
gories of legal personnel, the total number of full-time and part- 
time lawyers at the present remains below 15,000 a dismal figure 
for a population of one billion.” Even if legal institutions can be 
created and legal personnel trained fast enough, the concept of rule 
of law cannot be inculcated overnight, particularly after 10 lawless 
years of the Cultural Revolution. In a recent, much publicized and 
presumably not untypical case, a lawyer was in fact booted out of 
the courtroom by none other than the judge who could not tolerate 
a third party “absolving criminals from guilt.” In another case 
that. has also been given nationwide attention, a defiant ministry 
simply refused to be represented in court to answer charges of vio- 
lating a contract signed with an enterprise, in open contempt of the 
legal process.” All in all, the sharp contrast between an increasingly 
diversified economy and complex society on the one hand, and the 
weak foundation of the legal institutions and the novelty of many 
legal concepts and practices on the other, have clearly perpetuated 
and even exacerbated the atmosphere of lawlessness carried over 
from the Cultural Revolution years. 

But that is not all. The new economic policies clearly have not 
benefited all Chinese equally. A fundamental problem with far- 
reaching implications is the widening gap in income between the 
rural areas and the urban areas in general, between the more suc- 


96 


cessful, enterprising peasants arfd their less fortunate fellow coun- 
trymen, and between people engaged in economic activities and 
public servants, In spite of all the assurances given by the govern- 
ment that public ownership of land and principal means of pro- 
duction will remain a permanent feature of socialist China, the 
extension of land tenure to a minimum of 15 years and the degree 
- of autonomy -allowed to the individual production units and enter- 
prises clearly border on capitalist practices. As such, they are bound 
to result in considerable income disparity. Indeed, the much pub- 
licized appearance of 10,000-yuan-a-year households (households 
earning more than 10,000 yuan or U.S.$4,130 a year) is only the 
beginning of a growing trend toward greater inequality in wealth 
distribution, which is likely to polarize the society. Yet so far no 
means whatsoever have been devised to arrest this trend. The Per- 
sonal Income Law enacted in 1980 was a curious piece of legislation 
apparently designed mainly for foreigners working in China and 
therefore completely out of tune with the reality in the country. 
Under the law, a Chinese peasant earning up to as much as-9,600 
yuan (U.S.$4,000) a year—already ten to fifteen times the income 
of ordinary Chinese citizens—still pays no income tax at all.” There 
are also no annual taxes levied on private property such as houses 
and automobiles or on Juxurious items and excessive energy con- 
sumption. 

Consequently, the rich peasants and their urban counterparts are 
not only generating a good deal of envy and discontent among their 
less affluent fellow countrymen, but are also getting richer every 
year. Far from helping or stimulating the poorer peasants to become 
rich as the government has expected, they are already in a strategic 
position to further advance their economic interests and to acquire 
monopolistic control over various specialized trades and services. 
Indeed, there are already reports of individual households owning 
entire fleets of trucks, butes and taxis, or dominating local markets 
in various other ways. What is worse, the newly rich could and are 
likely to exert an unusual and unwarranted degree of influence upon 
the decision-making ‘process at least locally, thereby perpetuating 
their privileged status. This is so particularly in view of the low 
salaries of state and party functionaries which have remained virtu- 
ally unchanged. since. the reforms started. Whereas incidences of 
extortion and harassment of rich peasants by both poorer peasants 
and public servants have been a commonplace, the emerging class 
of rich peasants and urban entrepreneurs are also likely to use their 
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financial power—if they have not already done so—to purchase 
special favors from party and government authorities, thereby cor- 
roding the very foundation of. the power structure. 


SPIRITUAL POLLUTION 


While all the problems cited above already point to a general 
slackening of discipline and a decline in social order, the new policy 
‘of placing economics in command clearly also raises a real specter 
of spiritual pollution, in spite of all the official assurances.to the 
contrary. Although profit and self-interest have constituted the most 
‘crucial driving force behind the rapid economic growth in China 
during recent years, they are also quickly becoming the exclusive 
guiding principles of all production activities and even the new 
motto of all personal undertakings. The result is an unrestrained 
scramble for material gains and an unbridled pursuit of wealth by 
all possible’ means. As a new spate of individualism, materialism 
and opportunism is sweeping across the nation, replacing the tradi- 
tion of collective spirit, frugality and hardwork; all forms of specu- 
lation, fraud, -profiteering and black marketeering, involving both 
officials and ordinary citizens, also thrive. and spread like wildfire 
across the ‘nation. The arrest of a-swindler in January 1985 who 
netted as muchas 12 million yuan (U.S.$5 million) by buying and 
selling nonexistent color TV sets merely reflected the growing scale 
of economic crimes.” Other moneymaking activities in violation of 
‘socialist ethics, such as blue journalism, gambling, pornography, 
prostitution, and even narcotic trade, have also reappeared in recent 
years along with a new wave of violent erimes, thereby posing a 
growing threat to public order and morality.” © — 

" The situation is further exacerbated by the rapid and wide open- 
ing of China to an outside world that is both capitalist and material- 
‘ly much more advanced. The very policy of encouraging foreign 
‘investment and participation in China’s modernization has not only 
negated the tradition of self-reliance and economic independence, 
but also generated among the Chinese people a. - widespread interest 
‘in and admiration for the capitalist way ‘of:life and all. things for- 
eign, and a corresponding, rapid erosion of-their faith in-the superi- 
-ority of socialism: Yet:the influx of foreign capital and.personnel-has 
inevitably ‘been accompanied by the importation of many undesira- 
‘ble practices and norms.characteristic of the capitalist world which 
the Chinese can hardly discriminate and are also ill-equipped to 
«combat. In fact, the wide gap in living standard and-income levels 
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between Chinese and foreigners has rendered China all but totally 
defenseless in face of the massive onslaught of foreign influences. 
It has also vastly increased the temptation and opportunities of 
illegal dealings and crithinal activities involving both Chinese and 
foreigners, against which China’s primitive legal system and poor 
institutional safeguards also offer no deterrent. 

The end result of all these developments has been a dramatic 
increase in the incidence of corruption and all forms of economic 
crimes in recent years. As acknowledged by the Standing Committee 
of the National People’s Congress as early as mid-1983: “Economic 
crimes, including smuggling, graft, bribery, speculation and fraud 
have grown to a record high since the founding of the People’s Re- 
public of China (P.R.C.) in 1949.” Particularly worrisome was 
the “large-scale smuggling, tax evasion, illicit trading in foreign ex- 
change and goods and materials by personnel of government agen- 
cies, enterprises or institutions.” The situation has been hardly 
improved since then in spite of stern measures taken by the govern- 
ment. Thus, a national conference of chief procurators held in Feb- 
tuary 1985 reported that “economic crimes still run rampant and 
are tending to increase noticeably.” In fact, from the nationwide 
crackdown on economic crimes: at grass-roots levels launched in 
early 1982 to the official ban against all party and government 
officials engaging in business activities in late 1984, to the most re- 
cent shake-up of the Ministry of Foreign Trade and the Bank of 
China in March 1985 involving more than 180 people, there has 
been a progressive escalation in both the scale of corruption and 
the speed of its penetration into the top echelons of the power struc- 
ture.” Wang Heshou, secretary of the Central Commission for Dis- 
ciplinary Inspection, in fact warned openly in March 1985 that the 
“new evil winds,” a term coined for all forms of corruption and 
economic crimes, ‘have sabotaged economic reforms and are cor- 
roding the entire party organization, threatening its very survival.” 
As things stand now, it is only a matter of time that material profit 
will entice many Chinese to work for foreign agents and govern- 
ménts against the interest of the state, thereby also complicating 
China’s security problems. 

-- All the above therefore add up to a massive and formidable 
challenge to the Chinese leadership that allows no easy way out. 
The root of China’s new woes lies in the disorientation and disorder 
resulting from rapid changes taking place in the economic sector, 
which has far outpaced the growth of the responsive and regulative 
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capacity of the existing social-political-legal infrastructure. Specifi- 
cally, it stems from a clear discord between the already decen- 
tralized and diversified economy and an antiquated and the still 
highly centralized bureaucratic machinery, and from a sharp im- 
balance between the ever-increasing complexity of social and eco- 
nomic interactions and an acute shortage of corresponding facilities, 
institutions, laws and expertise to regulate them. It also results from 
the sudden exposure of a backward, puritanic and long secluded 
socialist society to a materially superior, capitalist world. All this 
has rendered China extremely vulnerable not only to both the ap- 
peals and ills of capitalism, but also to a whole range of unwhole- 
some, illegal and criminal practices, particularly at a time of ideo- 
logical flux. Indeed, what China has been experiencing is no longer 
the building of socialism, but an experiment with capitalism and 
the unprecedented task of assimilating capitalism into socialism. 
Moreover, what has taken developed nations decades to achieve, 
China now apparently seeks to accomplish in a matter of years. 
However, with a rather poor record of building socialism and no 
experience whatsoever of developing capitalism, and institutionally 
and ideologically ill-prepared for the consequences and problems of 
its new undertaking, the government in pushing through a whole 
series of new policies has unwittingly opened Pandora’s box and 
unleashed powerful disruptive forces in the society which cannot be 
easily harnessed. The net result is a widespread atmosphere of con- 
fusion and chaos. 


FEW CHOICES AVAILABLE 


To be sure, the choices available to China have been few from 
the very outset. In the wake of the “ten disastrous years,” China’s 
economic reforms have had to be both rapid and massive, in order 
not only to ensure a complete negation of the Cultural Revolution, 
but also to generate a sufficient momentum of their own so as to 
pressurize the political and social sectors to undergo similar reforms. 
Yet without first expanding and improving the social-political-legal 
infrastructure, economic reforms themselves can hardly be chan- 
neled into orderly courses and demonstrate their intrinsic merits. 
Moreover, since the Chinese people have suffered dearly from the 
turmoil and poverty during the Cultural Revolution years, unless the 
government could uplift the living standard of the people as rapidly 
as possible, they would become totally disaffected with socialism. 
Yet by resorting to methods and techniques borrowed from the 
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capitalist world to stimulate China’s economy, the government 
could not help but spread capitalist-oriented values and behavioral 
norms, and also set in motion a full range of new, unfamiliar varia- 
bles with unpredictable’ consequences. 

Ironically, the mass-line approach of arousing the enthusiasm of 
the people in the current reform is in principle the same as that 
employed during the height of the Cultural Revolution to inspire 
revolutionary zeal, though the purpose now is clearly different. In- 
deed, without stimulating mass initiative, China’s economy could 
not have been expected to produce fast and good results. But in a 
nation that has long been weak in institutional developments and 
legal safeguards, spontaneous, mass-oriented undertakings are not 
readily amenable to regulation or control and can easily get out of 
hand, During the Cultural Revolution, the Maoist regime was all 
but completely carried away by the revolutionary turmoil. It re- 
mains to be seen whether the Dengist regime, operating in a not 
entirely dissimilar environment, can remain the master of the new 
changes sweeping across China rather than be overwhelmed ‘by 
them. The major pitfall of China’s economic reforms is that, unless 
and until the gap in development between economic and other 
séctors is steadily and significantly narrowed, the continuation of 
current policies is bound to overload and overburden the existing 
social and political mechanism, even to ‘the point of paralyzing it. 
The resulting breakdown in lines of communication and control in 
turn would cripple any effort made to institutionalize the rule of 
law, thereby creating a vicious circle of a massive scale. By the same 
token, unless the newly emerged trends of unrestrained materialism 
and economic inequality are arrested and effective measures adopted’ 
to minimize the effects of all forms of corruption and crime, the 
demerits of the new policies and their social and political costs will 
inevitably be shown to be far greater than their economic gains, 
thereby defeating the whole purpose of the reforms. 

In the light of this, the urgent task facing the Chinese leadership 
today is to strike a balance between economic reforms and struc- 
tura] and orientational changes in other sectors of the society, so 
that the former will continue.to stimulate the latter but will not 
overwhelm it. However; since changes in structure and orientations . 
in other sectors are by nature more difficult and invariably slower 
than those in the economic sector, as material incentives and mass 
initiative do not work equally well there, this can only mean a re- 
duction in either the pace or the scale of reforms in*the economic 
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sector and the introduction of a period of consolidation, in order 
to sum up experiences, to review progress, and—what is most im- 


portant—to sort out problems. At the same time, it is essential to 


speed up the development of institiitions and facilities in other sec- 
tors of the society and the dissemination of modern values and 
healthy behavioral norms among the populace, so that a supportive 
social and political environment can be created for existing and 
new economic reforms. Without such a parallel development—that 
is, without making social and political development at least com- 
mensurate and in pace with economic development, there are bound 
to be endless problems not only in all the tangible aspects of life in 
China, but also in the very operation of its entire political and 
administrative system. l 

The expansion and improvement of the social-political-legal in- 
frastructure is certainly a multifaceted and formidable task in itself. 
Nevertheless, whether to upgrade existing facilities or to develop a 
credible system of supervision and control, and whether to diagnose 
correctly the trends and problems of economic reform or to devise 
effective means and ways of controlling them, it is imperative and 
foremost for China to restructure and rejuvenate its massive bureau- 
cratic base as soon as possible. Yet the prospects of revamping the 
party, state and military bureaucracies successfully in tune with 
the new economic policies is not very bright at the moment. In ad- 
dition to screening and disposing of as many as 20 million party 
members recruited during the Cultural Revolution whose qualifica- 
tions are dubious and whose political outlook outmoded, the regime 
has so far been unable to institutionalize a system of personnel man- 
agement in all the three major pillars of the regime. 

The single most serious problem confronting China’s bureaucratic 
establishment is still the slow pace of retiring sinecure and senile 
officials. In spite of. the consistent effort and intermittent success of 
the leadership in retrenching sinecure manpower and persuading— 
rather than forcing—elderly veteran party and military men to 
withdraw from active service (many have been persuaded to retire 
only with full pay), no comprehensive system of retirement has so 
far been formulated, much less faithfully implemented, particularly 
with respect to the compulsory retirement age at all levels. On the 
other hand, there appears to be still strong resistance in all quarters 
to the reinstitution of the Chinese-invented, timehonored examina- 
tion system for the recruitment and promotion of public servants in 
all branches of government—apparently a legacy not only of the 
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Cultural Revolution but also óf the peasant-oriented, egalitarian 
revolutionary tradition. For similar reasons, efforts made at stream- 
lining the civilian grades of all public servants and redesigning their 
salary scale with substantial wage differentials between different 
grades have met with all sorts of obstacles and gone through endless 
and fruitless debates. Although consensus has been reached on a 
complicated scheme of dividing the paychecks of more than 30 
million state functionaries into four component parts, namely the 
basic living allowance, specialty increment, seniority increment and 
bonus for good performance, the final formula that has been 
adopted apparently falls far short of the original expectations with 
respect to both the percentage each component element should 
comprise and the scale of overall differentials between different 
grades.” So the crucial material incentive essential to the promotion 
of professionalism and bureaucratic efficiency is still missing by and 
large. 


ARMY WITHOUT RANK 


Nowhere is the problem more intractable than.in the armed 
forces which not only has a long tradition of egalitarianism but has 
also existed without any’ ranking system since 1965. In fact, during 
the nearly 60-year-long history of the People’s Liberation Army 
(PLA), this egalitarian tradition and rankless situation have con- 
stituted the rule rather than the exception, as it has been broken 
only for a short period of 10 years (1955-65). Even if no voice of 
protest was raised today to a basic change in policy, the mere task 
of reallocating ranks to more than 500,000 military officers would 
be formidable. Indeed, well-informed sources reveal that the Chi- 
nese leadership has had difficulties in designating a dozen-or so most 
senior veteran PLA officers with the reinstituted, most coveted title 
of marshals.” Little wonder that although the decision to reinstitute 
the ranking system was’ made as early as 1982 and publicly an- 
nounced in June 1984, its implementation has been repeatedly post- 
poned, first from Army Day on August 1, 1984 to the National Day 
on October 1, then to the Labor Day on May 1, 1985, and now 
indefinitely." The recent decisions China made to merge eight of 
its eleven military regions into four and to demobilize a quarter of 
the 4.2-million-man PLA in the next two years represent only the 
first major steps toward streamlining a long overexpanded and 
overstaffed organization.” Quite clearly, the failure of structural 
reforms in PLA will not only slow down the modernization of the 
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military, but is also bound to affect adversely the pace and success 
of similar reforms contemplated in the party and state hierarchies. 
To be sure, the dilemma that confronts the Chinese leadership 
today is a painful one. Unless and until all the senior veteran leaders, 
including Deng Xiaoping, Hu Yaobang and Li Xiannian—all in 
their seventies and eighties—relinquish their titles in the state and 
party bureaucracies, no system of compulsory retirement can be 
instituted or effectively implemented. Yet the problems unleashed 
by the dual process of loosening control of a totalitarian society and 
opening it up to the outside world are of such an order and magni- 
tude that the Deng group simply cannot afford to let events—how- 
ever difficult it may be to harness already—take their natural course. 
Since only in the presence and with the prestige of these Long 
March veterans can the foundation of a system of orderly transfer 
of power and leadership renewal be laid, their impending passing 
from the political scene through a natural process of ‘depletion may 
well leave the entire problem eventually unsolvable. The continuing 
delay in operationalizing a self-propelling system of bureaucratic 
rejuvenation certainly will generate new and more intractable prob- 
lems of supervision and control, thereby leading to even more im- 
mobilization, confusion and lawlessness. Indeed, the growing vol- 
ume, scale and complexity of problems in a modernizing society can- 
not be compared with anything China had experienced before 1978. 
In the absence of an effective overhaul of the system of personnel 
recruitment and management, the phenomena of corruption and 
crime, which are already rampant in China today, may well become 
even institutionalized and therefore acquire a degree of immunity 
—Just as in the case of so many developing nations—before it is 
realized, thereby eating into the very marrow of Chinese society. 
So far the Chinese leaders have repeatedly expressed their deter- 
mination to persist in the new policies and their confidence in 
curbing the “new evil winds.” But given tht nation’s size and its still 
dismally low level of institutionalization alone, the Chinese leaders 
may well have overestimated their ability to cope with the con- 
stantly widening range of tasks and problems. They have certainly 
erred in considering rapid economic progress as providing the 
panacea for China’s socialist woes and a massive injection of capi- 
talism as the only key to such progress, They have also under- 
estimated the pitfalls of attempting to assimilate capitalism into an 
overpopulated, materially still backward and long isolated socialist 
country. Although the performance of China’s economy has been 
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Th mutual hostility between India and Pakistan erupted 





into three armed conflicts since their independence. His- 

torical rivalry, India’s huge size and population, its re- 
sources, differences and the truncated Pakistan after Bangladesh 
became independent have created the insecurity syndrome of a 
small state for Pakistan. When Pakistan professes the desire to im- 
prove relations, Indians are frankly skeptical, and distrust has been 
heightened by the alleged Pakistani complicity in the Khalistan 
movement and encouragement given to terrorists who are under- 
mining India’s unity and stability. 

Apart from all these causes of distrust, the Pakistani nuclear pro- 
gram itself, especially her attempt to obtain enriched uranium from 
the Kahuta plant, the reported progress in the setting up of the 
reprocessing plant and the disinformation through American sources 
about the Pakistani bomb are having an adverse effect on Indo- 
Pakistani relations. Thus, while Pakistan has taken the plutonium 
and the uranium routes, ostensibly for weapon purposes, India 
has not been lagging behind according to the Pakistani percep- 
tion. Apart from the five research reactors including the unsafe- 
guarded CIRUS reactor, we now have our biggest research reactor, 
DHRUVA, which is unsafeguarded. The plutonium from it is esti- 
mated to be able to produce at least five bombs every year. 

The Pakistanis insist-that their enrichment technology is not 
geared to a nuclear weapon program but only preparation for 
launching a more ambitious nuclear power program. India, on the 
other hand, is aimed toward a three tier nuclear power program 
of which DHRUVA would pioneer the second tier namely fast 
breeder technology. Here we are faced with the classic dilemma, 
namely intentions and capabilities of two adversary nations, 

If guided by distrust alone, India and Pakistan, under these cir- 
cumstances, would be condemned for ever to remain irreconcilable 
antagonists. However, India and Pakistan took some diplomatic 
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initiatives to reverse this trend with a view to eventually trans- 
forming the adversarial relationship of confrontation into an adver- 
sary partnership of reciprocation. The nuclear weapon free zone, 
the no war pact and the mutual inspection proposal offered by 
Pakistan and the Treaty of Friendship proposed by India could be 
viewed optimistically as an attempt to break from the past. What- 
ever the causes of the failure of the no war pact negotiations were 
before, a new approach to Indo-Pakistani relations might be guided 
by the growing realization that both countries would benefit by a 
rapprochement. It is particularly significant for India to seize this 
great opportunity, considering the past experience of its internation- 
al policies in South Asia. 

In the old Cold War politics, Pakistan was linked with the West- 
ern alliance system, specifically the Southeast Asia Treaty Organiza- 
tion (SEATO) and the Central Treaty Organization (CENTO). 
Even in the new Cold War, Pakistan is used by the United States as 
a front line state in northwest Asia in its confrontation with the So- 
viet Union. One can even conjure up a U.S.-Pakistan-China axis 
and add to it reported Chinese nuclear weapon collaboration with 
Pakistan, including the allegation that China has secretly passed on 
to Pakistan the blueprint of the first Chinese Lop Nor test. 

The Pakistanis also can indulge in similar conjectures about 
India. Apart from India’s so-called tilt to the Soviet Union, they 
might believe that India has now nuclear bombs in the basement, 
that India’s space programs are intended to produce delivery sys- 
tems and that India is coaxing Pakistan to go nuclear so-that India 
herself has an excuse to become a nuclear weapon state. In sum, 
India and Pakistan have their own Cold War warriors with the 
avowed objective of obstructing any reconciliation between them. 

Notwithstanding this well-entrenched lobby in both countries 
which opposes the need for any improvement in relations, there 
appears to be a glimmer of hope if new proposals are pursued at the 
diplomatic level. The most complex issue is indeed the mutual fears 
and suspicions about the nuclear intentions of India and Pakistan. 
Hence the Pakistani proposal for a nuclear weapon free zone in 
South Asia and its subsequent offer of mutual inspection of nuclear 
installations in both countries, while being examined by the two 
governments, have evoked great public interest. 

The declaratory policy of India and Pakistan remains the same, 
namely that their nuclear programs are only for peaceful purposes. 
Yet, India’s Pokaran explosion and unsafeguarded nuclear facilities 
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yielding plutonium, especially the weapon grade plutonium coming 
from the two research reactors, CIRUS and DHRUVA, on the one 
hand and Pakistan’s unsafeguarded enrichment program at Kahuta 
on the other, have given rise to serious misgivings about their real 
intentions, 

It is, therefore, against this background of mistrust that the pro- 
posals for a South Asian nuclear weapon free zone as well as mutual 
inspection have to be considered. In other words, these two pro- 
posals are a means to an end, that is to say, they are to be treated 
as confidence building measures. If they are accepted, the nucle- 
arization of South Asia will not take place, thereby preventing a 
local nuclear arms race between India and Pakistan. 


NUCLEAR WEAPON FREE ZONE 


India has been reluctant so far to commit herself to these pro- 
posals, whereas Pakistan is willing to accept them provided India 
does so. If the Indian news media or the views of the Indian defense 
analysts are any guide, Pakistan is on the threshold of going nuclear. 
But, if this is really so, why should Pakistan give up this advantage 
by accepting a nuclear weapon free zone? Either Pakistan is bluffing 
or she may be genuinely looking for a trade-off with India so that 
both ‘can call a halt to any clandestine nuclear weapon program. 
Since Pakistan started its nuclear program later than India and as 
she has been suspicious of India’s nuclear intentions for a long time, 
Indian acceptance of the nuclear weapon free zone would be re- 
assuring to Pakistan. 

India has been supporting nuclear weapon free zones since the 
1950s in the Balkans, Adriatic, Central Europe and Nordic coun- 
tries, and in Africa and Latin America. in the 1960s, through resolu- 
tions in the United Nations and the Non-aligned Conferences. India 
would not have adhered to the Tlatelolco Treaty (1967) , establish- 
ing a nuclear weapon free zone in Latin America, if it in any. way 
infringed on India’s right to continue her peaceful nuclear pro- 
grams. Articles 17 and 18 of the treaty guaranteed the nuclear op- 
tion. Therefore, while India and Bhutan voted against the Pakistani 
resolution for a nuclear weapon free zone in South Asia, it was.as- 
sumed by all including Pakistan that India nevertheless subscribed 
to the principle of nuclear weapon free zones, because India’s con- 
sistent opposition to both vertical and horizontal nuclear prolifera- 
tion is well-known. 

‘India can have no objection to the provision in the Pakistani reso- 
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lution that the South Asian nuclear weapon free zone should ensure 
that all the nuclear programs in the region should be devoted entire- 
ly to peaceful uses. The real irritant in the Pakistani resolution was 
the provision for verification and control of all nuclear activities. 
Since India has nuclear facilities, equipment and materials which 
are not all entirely under safeguards of the International Atomic 
Energy Agency (IAEA), its opposition to such verification is legiti- 
mate. Since China’s delivery systems can reach Indian targets, India 
rightly objected to the meaning of such a zone as there is an un- 
friendly nuclear neighbor in the backyard of South Asia. 

But even this objection could be overcome, because China was 
forthrightly supporting the nuclear weapon free zone in South Asia. 
China, along with all the other nuclear weapon states, would be ac- 
cepting a protocol similar to Protocol II of the Treaty of Tlatelolco, 
thereby guaranteeing the sanctity of the South Asian nuclear weap- 
on free zone. It is appropriate to mention that China is the first 
nuclear weapon state to make a unilateral pledge of a no-first use 
of nuclear weapons. There is no evidence of a Chinese nuclear 
threat or nuclear blackmail to India. Therefore, a nonnuclear India 
would be treated in the status of a sanctuary as far as Chinese nu- 
clear weapons are concerned. 

It is easier to deal with India’s objection regarding the local 
initiative in setting up such a zone. India and Pakistan are the only 
nuclear capable states in the region, and as India already agrees in 
principle to a South Asian nuclear weapon free zone, what is re- 
quired is India’s willingness to discuss it with Pakistan at some 
stage. What is significant about the South Asian nuclear weapon 
free zone is that both the Soviet Union and the United States are 
in favor of it as an effective means to prevent a local nuclear arms 
race. 

_ India’s nuclear option is not foreclosed by arms control ‘agree- 
ments like the Partial Test Ban Treaty (PTBT) or the Tlatelolco 
Treaty. Otherwise India would not have accepted these treaties. 
Hence, any fear that a South Asian nuclear weapon free zone treaty 
would foreclose India’s nuclear option is also unfounded. Only the 
Nuclear Nonproliferation Treaty (NPT) directly affects the nuclear 
option and India has clearly left this option open. 

Pakistan’s position is comparable to the Soviet negotiating posi- 
tion in the mid-1950s. When the Soviet Union gained confidence 
in its nuclear capability, it was willing to trade off its nuclear capa- 
bility with the West to hammer out a disarmament treaty. Similarly, 
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Pakistan, after the construction of the Kahuta enrichment plant, 
has something to bargain with India for a treaty to denuclearize 
South Asia. Prior to this, it had nothing. 

The foregoing analysis shows that it would be quite sensible if 
India and Pakistan agree to a treaty establishing a nuclear weapon 
free zone in South Asia. 


MUTUAL INSPECTION 


If a South Asian nuclear weapon free zone treaty is found ac- 
ceptable to India and Pakistan, then much of the controversy sur- 
rounding mutual inspection will ipso facto disappear. 

First, the Tlatelolco Treaty could be used as a model to sort out 
most of the problems of inspection. India and Pakistan have already 
accepted IAEA safeguards and hence a provision similar to Article 
13 of the Tlatelolco Treaty would cover all the nuclear facilities 
now under the IAEA safeguards. 

Second, they can also agree to set up an “Agency for the Pro- 
hibition of Nuclear Weapons in South Asia” by incorporating a pro- 
vision similar to Article 7 of the Tlatelolco Treaty. 

Third, the uses of nuclear energy for peaceful purposes and peace- 
ful nuclear explosions could be ensured by provisions similar to 
Articles 17 and 18 of the Tlatelolco Treaty. 

Thus, the crux of the mutual inspection proposal would be how 
to inspect the unsafeguarded facilities, equipment and fissionable 
materials on both sides. Mutual inspection embodies the principle 
of on-site inspection discussed at the Ten Nation Committee and 
the Eighteen Nation Disarmament Committee (ENDC) in the con- 
text of underground nuclear tests in which an international team 
of experts would do the verification. 

India was a cosponsor of a non-aligned nations memorandum for 
this purpose. The number of facilities to be inspected would be more 
on the Indian side and much less in the case of Pakistan. But this 
asymmetry is due to the fact that India started her nuclear pro- 
gram earlier, India’s nuclear energy requirements are much larger 
and-India has been building her own indigenous nuclear facilities 
free from IAEA safeguards. This would mean all enrichment plants . 
of Pakistan including the one at Kahuta, any reprocessing facility 
which Pakistan is building now and all her fissionable materials 
have to be inspected. 

India would have to agree to open up all her unsafeguarded 
research reactors, including CIRUS and DHRUVA;; all unsafe- 
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guarded reprocessing plants; all heavy water plants, and all unsafe- 
guarded nuclear power reactors including all the fissionable mate- 
rials produced by the unsafeguarded facilities. 

The question whether these two countries might have tucked 
away some nuclear weapons clandestinely is hypothetical. If they 
have already nuclear weapons, then they both are cheating the 
world by their declaratory policy of peaceful uses of nuclear energy. 
It is absurd to imagine that a country which already has nuclear 
weapons would suggest to its adversary mutual inspection. On the 
other hand, it would sound more plausible on the side which is de- 
clining the offer of mutual inspection. If India has nothing to hide 
from Pakistan, why not accept Pakistan’s offer? This might even 
facilitate the sharing of nuclear technology between India and Paki- 
stan in future. 

If mutual inspection is to dispel all fears and distrust of each 
other, especially of a clandestine nuclear weapon program, then an 
acceptable machinery of mutual inspection should be worked out 
even on a permanent basis. India and Pakistan have very experi- 
enced and well-known scientists who could jointly tackle effectively 
any problem relating to mutual inspection, provided there is the 
will to accept mutual inspection as a step in creating better under- 
standing between the two countries. Similarly, it will be prudent to 
avoid unnecessary preconditions to a mutual inspection plan, espe- 
cially if Pakistan has any reservations, 

However, confidence-building measures can be negotiated suc- 
cessfully only under conditions conducive to negotiations. It is, 
therefore, essential to agree to stop all propaganda warfare against 
each other, so that an atmosphere of cordiality could be created 
prior to negotiations. 


NUCLEAR WEAPONS AND NATIONAL SECURITY 


In the final analysis, the debate about the denuclearization of 
South Asia is centered on the rationale for the acquisition of nuclear 
weapons. If national security is the reason for going nuclear, it is 
amply clear from the long experience of the nuclear weapon states 
that nuclear weapons do not provide national security; on the con- 
trary, these countries are becoming more and more insecure and 
vulnerable at every stage of the exponential arms race. The unend- 
ing search for first strike weapons systems by the superpowers, in 
particular, is a poignant reminder of this tragic dilemma. India and 
Pakistan can not be an exception to this harsh logic, if they become 
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nuclear weapon states. l 

If unfortunately India’s policymakers decide to go nuclear either 
to preempt a Pakistani nuclear weapon program or as a conse- 
quence of Pakistan going nuclear, India will find herself at once on 
a dual track nuclear arms race, one with Pakistan and the other 
with China. Even assuming that India does not require missile de- 
livery capability against Pakistan and can cope with modest. nuclear 
warheads competition with Pakistan, it will be no match for China 
with a twenty-year lead time over us with such sophisticated de- 
livery capabilities as medium range ballistic missiles (MRBMs), 
intermediate range ballistic missiles (IRBMs), intercontinental 
ballistic missiles (ICBMs) and submarine-launched ballistic missiles 
(SLBMs) and now is pursuing perhaps the technology of multiple 
independently targeted reentry vehicles (MIRVs). In addition to 
direct nuclear threats from Pakistan and China, both of which have 
an adversarial relationship with India, she will also be faced with 
the possibility of an indirect nuclear threat from the United States 
because of the U.S.-Pakistan-China axis in South Asia. India’s posi- 
tion will be comparable to the Soviet Union which is currently 
faced with the combined nuclear threat of the U.S., the U.K., 
France and China. Can we build an adequate nuclear capability 
which could be regarded as a deterrent against Pakistan and China 
in the foreseeable future? 

The late prime minister Indira Gandhi told the Indian Parlia- 
ment on March 14,1968: “The choice before us is not only the 
question of making a few atomic bombs, but of engaging in arms 
race with sophisticated nuclear warheads and an effective missile 
delivery system... . Nothing will better serve the interest of those 
who are hostile to us than for us to lose our sense of perspective 
and to undertake measures.which would undermine the basic prog- 
ress of the country.” 

Think of India’s present position: She is a strong middle power 
in the region, perhaps the fifth mightiest military power in the 
world, and is acknowledged as such by the superpowers. In inter- 
national ‘politics, India has been playing a constructive and signifi- 
cant role and will continue to do so even without any nuclear weap- 
ons. 

We should be reminded of what V. K. Krishna Menon stated in 
ENDC on July 24, 1962: 

“We do not feel any national suppression, any national hu- 
miliation, any national backwardness in not being able to 
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possess nuclear weapons. Nondissemination is ari urgent neces- 
" sity.” 
` The present nuclear weapon states have not fought a nuclear 
war. Whether it is a truism.or not, they all agree that nuclear weap- 
ons are not meant to be used except as a deterrent. The dogma of 
deterrence is under attack. Some of the Third World scholars con- 
sider deterrence a myth. If so, how could it be applicable to India 
and Pakistan? Therefore, the deterrence logic which has been dis- 
carded by India is not justifiable grounds for a South Asian nuclear 
arms race. 

India and Pakistan have been parties to several U.N. resolutions 
for nuclear disarmament in the past forty years ‘as they sincerely 
believe that it is essential for the survival of mankind. India’s com- 
tnitment to nuclear disarmament is more serious than Pakistan’s. 
Despite her potential nuclear weapon capability since 1964, India is 
very reluctant to go nuclear. This consistency in her nuclear policy 
will be an asset ‘which. India can use effectively to pressure the nu- 
clear-weapon: states to‘ bring about nuclear disarmament. As the 
chairperson of the Non-Aligned Movement, she is a party to the 
six-nation appeal to nuclear: weapon states in 1984 and 1985 for 
nuclear disarmament. How can such a responsible nation as India 
with a great tradition as a consistent champion of nuclear disarma- 
ment be allowed to be misled by a nuclear weapon lobby? 


‘COSTLY ARMS RACE 


‘ India and Pakistan can ill afford to divert scarce economic re- 
sources’ to a costly nuclear arms race, if it is avoidable. The real 
threat to the security of both countries is more from within than 
frorn outside. Fragmentation politics, population explosion, grinding 
‘poverty and inhuman conditions still widely prevalent in the rural 
areas are our greatest enemies. This domestic dimension of our na- 
tional security threat has not been fully grasped by « our’ military 
experts. ` 

‘Against. the backoronnd of the combined conventional military 
threat from China and Pakistan and their hostile relationship, with 
India, it would be militarily suicidal for- India to reduce her spend- 
ing on conventional forces in order to opt for a nuclear weapon 
program, In fact, against the formidable conventional capability 
of both its eriemies, India will have to maintain countervailing con- 
ventional strength for a long time with or without nuclear weapons. 
If nuclear weapons would reduce the cost of conventional forces, 
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why should the U.S. and the ‘U.S.S.R. spend more than 70 per 
cent of their annual defense budget on these forces? Secondly, how 
many years will it take for India to have nuclear forces available 
as a deterrent against Pakistan and China? Nuclear weapons are not 
cheap and the acquisition of nuclear weapons will not reduce 
spending on conventional forces. 

It would, therefore, be in the interests of India and Pakistan to 
agree to examine the proposals for building confidence between the 
‘two countries. If Pakistan is using it as a camouflage to serve some 
ulterior motives, it will be known in the course of the negotiations. 
But, if the real “objective of the bilateral negotiations is to use the 
confidence-building measures as a means to achieve denucleariza- 
tion of South Asia, thereby renouncing nuclear weapons as an in- 
strument of national policy, then we should take advantage of this 
historical opportunity. If Pakistan turns out to be a black sheep, we 
are then free to return to our nuclear option with good conscience. 
On the other hand, if India continues to drag her feet, we will ap- 
pear to be a nation trying to be evasive and hiding something from 
Pakistan. This is bound to affect our credibility seriously. If, how- 
ever, India and Pakistan are sincere about a negotiated settlement, 
then they have nothing to lose except the acquisition of nuclear 
weapons. But in return, they might succeed in opening a new 
chapter in Indo-Pakistani relations by deciding to live in peace and 
amity without fear or distrust for generations to come. 

There was no ambivalence about the U.S., the Soviet Union, 
the U.K., France and China going nuclear. Only India and Paki- 
stan make a virtue out of their nuclear ambivalence which is a 
highly deplorable policy. 

Since the first Chinese nuclear test in 1964, India has been talking 
about her nuclear option. A nuclear option is turned into a nuclear 
weapon policy when there is a perceived threat to nation’s security. 
But in 1964 when Indi& was faced with this difficult choice, she 
declared that she would not follow in the footsteps of China to be- 
come a nuclear weapon state. If one takes into account the dynamic 
character of nuclear weapon technology, India with its nuclear op- 
tion for the last thirty years might look like a paper tiger, notwith- 
standing her nuclear explosion in 1974. But, if one can rid her mind 
of the obsession with nuclear weapons, India’s nuclear option can 
be perceived as a symbol of protest against the discriminatory policy 
of the nuclear weapon states to pressure nonnuclear weapon states 
to accept nuclear disarmament. In fact, this was the nuclear policy 
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enunciated by Jawaharlal Nehru. Neither India nor Pakistan gave 
up their nuclear option nor did they sign the NPT, until the nuclear 
weapon states implemented Article VI of NPT. 

If unfortunately Pakistan decides to go nuclear, no Indian gov- 
ernment can withstand the political pressure to follow suit, though 
it would be unwise militarily and strategically for both countries to 
do so. This would also open the floodgates to widespread nuclear 
proliferation. The denuclearization of South Asia is the key to con- 
trol horizontal proliferation. 


THE U.S. NAVY 
IN THE WESTERN 
PACIFIC . 


By Donald C. Daniel 
and Gael D. Tarleton 
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observers have stated that the center of gravity of U.S. foreign 

policy is shifting from Europe and the Atlantic to the Asia and 
the Pacific.! As those who make such statements themselves admit, 
this view contrasts sharply with that which prevailed in the United 
States ten years ago after the downfall of Saigon. There was clearly 
strong sentiment then to avoid involvement in East Asian political 
developments-—at least those which did not directly impinge on 
relations between the U.S. and the People’s Republic of China 
(P.R.C.). Though probably not inspired by that sentiment, Pres- 
ident Jimmy Carter’s 1977 proposal to withdraw American ground 
troops from Korea was consistent with it. The Carter administra- 
tion dropped its proposal in 1978, and it later signaled renewed 
concern for the Pacific when it publicly announced in May 1980 
that it was abolishing the “swing strategy.” This “decades-old” 
doctrine had dictated that in a major war with the Soviet Union, 
the U.S. would shift major portions of its Pacific Ocean naval forces 
to the Atlantic. U.S. officials gave two reasons for its abandonment: 
the growth of Soviet military and naval capabilities in the Far East 
and increased concern to have forces available to operate in the 
Indian Ocean.’ This last concern was underscored by the Iranian 
hostage crisis when the U.S. Navy depleted its Western Pacific sea- 
‘borne naval assets—i.e. those in the Seventh Fleet—in order to build 
up forces in the Arabian Sea. As a result, it seemed that the swing 
strategy had not really been abandoned after all; what had changed 
was the ocean to which U.S. forces would shift. 

The hostage crisis ended the day that President Ronald Reagan 
was inaugurated, His administration eventually scaled down the 
Indian Ocean buildup so that the Seventh Fleet, for the most part, 
returned to its pre-hostage crisis status. Its doing so was contem- 
poraneous with the Reagan administration’s heightened sensitivity 
to the importance of the Western Pacific-East Asia region. This 
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greater sensitivity is evident in statements such as already noted 
about the shift in the center of gravity of U.S. foreign policy. Why 
the change? 

One reason is the same as that cited by the Carter spokesmen 
When they announced abandonment of the swing strategy: the 
growth in Soviet military and naval power in the area, a growth 
which now involves, as will be noted later, regular Soviet naval 
access to the former American base at Cam Ranh and establishment 
of a standing Voyenno Morskoy Flot (VMF; Soviet Navy) pres- 
ence in the South China Sea. 

The American Assistant Secretary of State Paul Wolfowitz cited 
three other possible reasons in an address in 1983: a westward shift 
in the demographic center of the U.S., a presidential administra- 
tion that includes many Californians, and a recognition among 
American policymakers that U.S. interests are inexorably and in- 
creasingly intertwined with those of the East Asian states and peo- 
ples.’ This last reason reflects, among other things, the fact that the 
region—and specifically its non-Communist countries—has been 
outstripping all other parts of the world in economic growth. The 
U.S. is directly linked to that growth. In 1983 the value of U.S. 
trade with the East Asian states was 24 per cent greater than with 
Europe—a leap from a nine per cent difference in 1980. 30 per cent 
of all U.S. foreign trade in 1983 went to Asia, totaling $137 billion. 
According to a former State Department official, Indonesia has 
gained new importance by replacing Saudi Arabia as America’s 
largest foreign oil supplier.* The United States and Japan together 
“will, for the indefinite future, be paramount in the fundamental 
sciences and their practical offshoots in microelectronics, biotech- 
nology, ...and other new areas of technical development [while] 
Western Europe will trail in most of those fields and the Soviet 
Union [will] simply be left behind.” 

A second factor contributing to the increased perceived impor- 
tance of the area is that it will contain two billion people by the 
year 2000. This will mean a growth of nearly 400 million, the pro- 
jected population of Western Europe at the turn of the century. A 
third factor is that this is an area where the United States has fought 
three major wars in the last 40 years and where it remains tied by 
security treaties to Japan, South Korea, Thailand, the Philippines, 
Australia and New Zealand. It is also the area which encompasses 
the P.R.C., a potential major actor in any U.S. efforts to balance 
the U.S.S.R. in the global politico-diplomatic arena. 
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The overall U.S. goal for.the region is summarized in the oft- 
stated proposition that the region’s stability must be maintained 
and enhanced. From a review of American policy statements, one 
can infer that this vague goal encompasses the prevention of any 
large-scale conflict in the area, especially conflict involving one of 
America’s allies, the encouragement of economic growth via free 
market economies and the capitalist model, a limiting of the influ- 
ence of the U.S.S.R., North Korea and Vietnam, and of groups 
which they might support in Kampuchea, Thailand, the Philippines 
and other countries, and, of course, the cementing of better rela- 
tions with as many of the states of the area as possible. 

U.S. spokesmen emphasize that maintenance of a credible mili- 
tary presence—including ground and air elements in Japan, South 
Korea and the Philippines—is a central feature of American efforts 
to insure stability, and central in turn to those efforts, indeed their 
lynchpin or foundation, is the U.S. naval presence. The Navy is the 
most flexible military instrument the U.S. has in the area, and with- 
out its maintaining sea control to the Western Pacific, other U.S. 
forces would ultimately be cut off from important sources of resup- 
ply necessary to sustain themselves. l l 

In short, the U.S. Navy can serve as a symbol of the United 
States’ resolve to protect its interest and those of its friends in the 
area. It fulfills this role on a day-to-day basis simply by being in the 
region ready to respond when necessary. In crises it can project 
power to demonstrate U.S. resolve, and finally, in war, it can help 
insure the continued viability of friendly governments by conducting 
naval, naval air and Marine amphibious operations against enemies 
and by establishing control of strategic sea lines of communications 
(SLOCs) to ensure the transport of supplies and reinforcements 
to American and allied forces, 


U.S. PACIBIC FLEET FORGES AND BASES 


Table 1 illustrates some quantitative trends in U.S. Pacific Fleet 
forces. As seen therein, platform numbers dropped significantly in 
the 1970s (especially after the U.S. pullout from Vietnam). The 
net losses essentially stopped in the early 1980s, but not before U.S. 
military and naval officials expressed serious concern about the trend 
not only in platform numbers but also in ammunition and spare 
parts. They contrasted those developments with the growth in Soviet 
naval power in the Western Pacific and with perceived improve- 
ments in Soviet ocean surveillance capabilities, 
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Table 1 


Major U.S. Naval Forces in the Pacific 








1958 1963 1968 1973 1978 1983/4 
Ships total 347 432 427 277 220 213 
© Carriers 12 13 11 8 6 6 
Surface combatants/Bluewater 107 142 140 104 85 92 
Submarines (general-purpose) 43 55 59 47 33 40 
Submarines (SSBN) 0 0 7 9 10 3 
_Amphibs 82 72 97 41 31 32 
Minewar 39 42 42 8 0 0 
Logistics, support, misc, 64 108 78 72 55 40 
Fighter/attack aircraft 1,558 784 982 608 644 711 
Antisubmarine warfare (ASW) patrol 253 144 144 108 168 ~° 250* 


. * Includes P-3 and S-3 aircraft. 





Ships total 


Table 2 


Major Soviet Far East Naval Forces 


1968 1973 1978 1983/4 
660 646 726 808 


Carriers 0 0 0 2 
Surface combatants 55 60 67 88 
Submarines (general-purpose) 95 90 90 95 
Submarines (SSB/SSBN) 10 20 30 31 
Amphibs (LPD/LST) 0 4 9 22 (LST/LSM) 
Minewar (ships/craft) 110 115 110 95 


Logistics, support, misc.* 


Naval Bombers 
ASW patrol 


390 357 420 475 


65 125 120 145** 





* Includes patrol combatants, amphibious warfare craft, coastal patrol/river-roadstead 
craft, underway replenishment ships, material support ships, fleet support ships and 


other auxiliaries. 


. ** Includes Bear F (Tu-142), May (11-38), Mail (Be-12), Hormone A + B (Ka-25) 


and Haze-A (Mi-14). 


- Source for both tables: Anthony Preston, “The Changing Balance in the Pacific,” 
Jane’s Defense Weekly, September 20, 1984, pp. 548-550, 
and International Institute for Strategic Studies, The Mili- 
tary Balance (London: IISS, 1984), pp. 3, 7 and 9. 


- It was the Iranian hostage crisis which demonstrated just how 
thinly stretched the Navy had become, leading the then U.S. chief 
of naval operations (CNO), Admiral Thomas Hayward, to observe: 
“The size and. composition of the [Navy] today are barely 
sufficient to maintain forward deployments in peacetime and 
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clearly insufficient to gain and maintain control of all vital 
areas in war... . In other words, we will have to prioritize our 
[wartime] objectives very carefully and concentrate our forces 
in the most strategically critical areas initially—moving on to 
gain control over other key areas as our success in attriting 
Soviet naval strength permits. This is obviously a less certain 
and more risky strategy than we would prefer.”* 
The CNO went on to say that the U.S. could “selectively” maintain 
sea lines open to Japan.” He was more confident than his immediate 
predecessor, Admiral James Holloway, who implied the U.S. Navy 
could insure sea lines only in the Atlantic. 

U.S. officials, however, have a better basis to be optimistic today 
than they were when Admiral Hayward made his statement five 
years ago.’ Certainly among the reasons, as noted earlier, are the 
renewed appreciation in U.S. policy for the importance of the 
Pacific area, the reversal in the downward trend in U.S. Pacific 
Fleet force numbers, foreseeable progress toward the “6oo ship 
Navy” with its 15 carrier battle groups, the restocking of ammuni- 
tion and spare parts, the deployment of modern fighter aircraft (the 
F-15 and 16 and F/A 18) in Korea and Japan able to interdict 
outbound Soviet antiship bombers, and the introduction into the 
fleet of the Aegis air defense system for dealing with multiple targets 
at one time. 

There are now six carriers in the Pacific and new construction 
will result in seven in the near future. They are indispensable for 
achieving sea control. One or two, however, are generally in long- 
term overhaul or repair. Another two are usually forward-deployed 
with at least one and often both in the Western Pacific at the same 
time. When at sea, a modern carrier is home for about 100 aircraft 
divided among fighter-intercepter, ground attack and antisubmarine 
warfare (ASW) units. In war two or more carrier battle groups 
would probably operaté together to achieve synergism in both 
offense and defense. While any carrier group is a highly lucrative 
target, it is also an extremely difficult target for an enemy to con- 
tend. with in a conventional campaign, and, as will be discussed 
below, the last few years have seen a heightened appreciation in the 
U.S. Navy for the complexities of anticarrier warfare and for the 
difficulties which an enemy can be made to encounter if it seeks to 
take on a carrier group. 

Beyond the carriers, the most significant platforms in the U.S. 
Pacific Fleet are submarines, surveillance towed array sensor system 
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(SURTASS) ships and land-based P-3 ASW aircraft. The sub- 
marines are divided into two groups, strategic ballistic missile-carry- 
ing submarines (SSBNs) and general-purpose attack submarines 
(SSNs), some carrying the Tomahawk land-attack cruise missile. 
Both groups are extremely difficult to detect acoustically—the chief 
means of detection today, and have superior acoustic sensing sys- 
tems allowing them to detect the presence of others. In addition the 
submariners are considered to be well-trained and highly proficient. 

There are presently three Ohio-class ballistic missilé submarines 
in the Pacific, Each carries 24 Trident missiles with each missile 
carrying about eight independently-targetable warheads for a total 
of approximately 192 weapons per boat. In the early 1ggos there 
will be 10 Ohios in the Pacific. All operate out of Bangor, Washing- 
ton, and it is uncertain if any actually transit to the Western Pacific 
since the range of the Trident missile (4,000 or so nautical miles 
today; 6,000 in a projected upgrading) does not necessitate that the 
submarines enter western waters to strike at many important targets 
on the Asian mainland. l 

The general-purpose submarines will be highly important in any 
war with the Soviet Union. Some will directly support aircraft car- 
rier battle groups, especially helping protect them against Soviet 
submarines, and others will operate in waters considered untenable 
for any other U.S. naval units. In particular, some will operate near 
the Soviet Union itself to harass and tie down Soviet naval forces 
which would otherwise be free to operate against American and 
allied naval forces and sea lanes of communication. 

The U.S. Navy should have 18 SURTASS ships by the mid-1990s 
or so, and roughly half will probably be assigned to the Pacific Fleet. 
These ships tow an acoustic array which is hundreds of meters long 
and able to detect submarines at great distances. They supplement 
the U.S. Navy’s Sound Surveillance System (SOSUS), a series of 
acoustic sensors tethered to the ocean floot and cable-connected to 
shore sites for processing. The information gathered by the SOSUS 
and SURTASS systems would be passed along to surface ships, sub- 
marines or aircraft which can then be directed to prosecute-—i.e. 
seek out, confirm and destroy—any detected targets. 

Of the prosecution platforms, the land-based P-3 aircraft can 
generally arrive most quickly in the area where a submarine is be- 
lieved to be. In four hours a P-3 can fly, e.g., 1,200 miles to a target’s 
area and then spend another four hours there before it returns to 
base. The planes carry their own ASW sensors and torpedoes, and 
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operate from bases located throughout the Eastern and Western 
Pacific. 

Seventh Fleet surface ships and submarines operate from bases 
in Yokosuka, Japan; Subic Bay, the Philippines; Apra Harbor, 
Guam; Midway, and from Diego Garcia when in the Indian Ocean. 
Also in Japan aré a naval communications station as well as supply 
and ship repair facilities. Yokosuka possesses the only dry dock in 
the Pacific that can accommodate large attack carriers. Aircraft 
based at Misawa, near the northern tip of Honshu Island, provide 
surveillance assistance for naval ASW operations near the Kam- 
chatka Peninsula, Kurile Islands and other U.S.S.R. coastal areas. 

Subic Bay in the Philippines and aircraft facilities at’ Clark Air 
Force Base perform key logistic functions. Their strategic location 
puts them astride critical SLOCs and helps support U.S. deploy- 
ments to the Indian Ocean. During the last five years, U.S. base 
rights in the Philippines have been twice-renegotiated, Ongoing 
internal dissension between Philippine President Ferdinand Marcos 
and his numerous opponents have raised doubts ‘about U.S. long- 
term reliance on these bases. The current Pacific commander in 
chief, Admiral William J. Crowe, Jr., stated in a 1984 interview 
that “Thus far, the troubles or problems in the Philippines have not 
spilled over into our bases. And we work very hard to keep the base 
issue separate and distinct from any local problems.”™ If, in fact, the 
U.S. were to lose access to Philippine bases, Crowe assesséd that “it 
would be more difficult—a great deal more difficult—for us to 
deploy in the Far East the way we do now.” 

There seems to be a general consensus that the U.S. can continue 
to rely on base rights in the Philippines. Even President Marcos’ 
most vocal opponents recognize the considerable contributions the 
U.S. military makes to the country’s economy. In addition, there 
are knowledgeable observers who believe that “thanks in part to 
the vast reservoir of goodwill that exists between the American and 
Filipino peoples, there seems to be an appreciation by the majority 
of Filipinos that the U.S, military facilities serve the security inter- 
ests of both countries and of the region as a whole.’”” 

In the event of the unexpected loss of these facilities, the Seventh 
Fleet would undoubtedly make do, albeit at greater-financial cost 
and added strain on extended supply and logistics lines. The U.S. 
Navy has compensated for losses of Greek, Turkish and Thai facili- 
ties in the past. The inconvenience and added expense were prob- 
‘lematic in these instances, but not incapacitating. Perhaps the most 
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immediate factor favoring continued American access to bases and 
facilities in the region is the perception of regional governments that 
this presence is beneficial. It is an obvious signal of U.S. commit- 
ment; it is a guarantee of rapid American response to local crises, 
and therefore, it helps create a relatively stable security environ- 
ment, especially at a time when there is rising concern in the ‘states 
of the area about increases in Soviet naval power. 


THE U.S. NAVY AND THE SOVIET CHALLENGE. 


Table 2 lists the Fleet’s current inventory of ships, submarines 
and aircraft, and it documents marked quantitativé growth in major 
surface combatants, ballistic missile submarines (to: 1978), am- 
phibious warfare ships and ASW aitcraft. The Soviet Pacific Fleet 
possesses roughly one-fourth to one-third of the Soviet Navy’s entire 
inventory of water and air platforms. This is to be expected because 
the European landmass isolates the Fleet from its three counterparts 
in Western U.S.S.R. and because it has such a large area of respon- 
sibility. The latter encompasses not only the seas of Japan and 
Okhotsk and the Pacific Ocean proper but also the Indian Ocean, 
since it is the predominant source of units for the squadron main- 
tained there. ` 

Traditionally a poor cousin in the sophistication of its units, the 
Soviet Pacific Fleet’ has since the late 1970s recéived some of the 
best available. It now has two of the VMF’s four Kiev vertical take- 
off and landing (VTOL) aircraft carriers, one of its two Ivan Rogov 
large amphibious ships, 30 Backfire’ air-to-surface missile bombers, 
Delta III ballistic missile submarines and ‘Victor III attack ‘sub- 
marines. In view of both quantitative and qualitative changes which 
had occurred as of 1981, Bruce Watson concluded that “the Pacific 
Fleet was possible the strongest of the four Soviet fleets.”"* That con- 
clusion is debatable, but understandable, for the Pacific Fleet has 
indeed come far. 

There are three major and several minor naval bases in the 
Eastern U.S.S.R. Two—Vladivostok and Sovetskaya Gavan—are 
in the Sea of Japan, and the third, Petropavlovsk, is on the 
Kamchatka Peninsula: This last is the only base with unrestricted 
access to the open Pacific, the others requiring passage through 
straits between adjacent Japanese or’ Soviet islands. Of the few 
minor bases in the Soviet homeland, only Korsakov is worth men- 
tion. This is because this small port on the southern tip of Sakhalin 
astride Soya (or La Pérouse) Strait is reportedly being “transformed 
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into a major naval base.”™ . 

Finally, over the last three to four years the VMF has acquired 
its first foreign basing rights in the Pacific since it departed Port 
Arthur in 1955. It now ‘has access to ship and aircraft facilities in 
Cam Ranh, and coincident with that access it has established a 
standing naval presence of 20'to 25 ships and submarines in the 
South China Sea. 

In a major war with the U.S, and its allies in Asia, the VMF 

will be heavily engaged in the performance of seven overlapping 
tasks. One is strategic nuclear deterrence and nuclear strike, a task 
principally associated today with the threat or use of submarine- 
fired ballistic missiles against land targets. The VMF presently has 
31 ballistic submarines in the Pacific. Seven are old diesel-propelled 
Golf-class submarines probably intended for Asian targets only. An- 
other 24 more modern nuclear-propelled Yankee and Delta-class 
submarines provide the wherewithal to target North America as 
‘well. To do the latter, the Yankees must transit to the Eastern 
Pacific. In contrast the Deltas can remain in U.S.S.R. home waters 
and still be within onboard missile range of the American west 
coast, 

A related wartime role of Soviet ballistic missile submarines 
would be to serve as a deployed strategic reserve kept constantly 
ready to do the bidding of the national leadership. The submarines 
are, after all, among the most survivable of strategic nuclear assets 
by virtue of their concealment potential. Nevertheless the Soviets 
view their survivability to be too important to be left to the sub- 
marines alone, and some would say the primary task of the Navy’s 
general-purpose forces is to protect the SSBNs. Admiral Sergei 
Gorshkov, the VMF commander in chief, has written extensively 
about providing support to submarines of all types, especially those 
which perform strategic missions, and he make it clear that the 
destruction of enemy ASW forces is a high priority. To deal with 
the ASW threat, the VMF is expected to keep most SSBNs in de- 
fended bastions in near and home waters and to support the deploy- 
ment of submarines (such as the Yankee-class) which must transit 
great distances if they are to launch strikes at North America. 

Keeping most of the SSBNs in defended waters will sharply limit 
what ASW platforms the U.S. Navy will be able to apply against 
them, for only U.S. nuclear-powered general-purpose submarines 
(SSNs) will be able to operate there for extended periods, As a re- 
sult, it is expected that the VMF will concentrate most of its own 
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ASW assets in the same areas in order to contend with the Amer- 
ican SSN threat. 

Much of the anti-SSN activity will be subsumed within a third 
broader task of the Navy: the establishment and maintenance of a 
maritime defense perimeter around the homeland. The perimeter 
can be conceived of as consisting of inner sea control and outer sea 
denial zones. The former would encompass at a minimum the Sea 
of Japan, the Sea of Okhotsk, the approaches to both and the 
waters directly east of the Kamchatka Peninsula. The bulk of Soviet 
naval forces, including SSBNs, would be kept within the zone, and 
would benefit from the proximity of Soviet land-based aircraft 
and more reliable communications with land authorities. Forces in 
the seas of Japan and Okhotsk would also benefit from probable 
Soviet attempts to control and mine the straits leading in and out of 
both areas. 

Immediately beyond the sea control zone would be that for sea 
denial. It designates ocean areas which the VMF would desire to 
turn into no-man’s-water, i.e. areas considered by Soviet planners 
as possibly too distant for long-term and widespread control (at 
least in the initial period of a war) but not so distant that the Soviet 
Navy could not contest attempts at widespread and long-term con- 
trol by the U.S. and its allies, It is uncertain as to exactly where 
Pacific Fleet planners might draw the outer limits of this zone. From 
their perspective, it would be ideal if they could prevent U.S. air- 
craft carriers, other surface ships and submarines from approaching 
close enough to launch either aircraft (on a one-way mission) or 
land-attack cruise missiles against the U.S.S.R. This means attack- 
ing U.S. forces as far as 1,200 to 1,500 nautical miles from the So- 
viet homeland, an extremely ambitious undertaking in the midst of 
a war. 

There are about 31 open-ocean antiship cruise missile armed 
seaborne platforms (about 24 submarines*and about seven surface 
ships) and about go similarly armed aircraft specialized for such 
attacks in the Pacific Fleet. Presumably these forces would also be 
used to strike at other surface ships carrying land-attack cruise, mis- 
siles and, in a protracted war, at U.S. naval fleet replenishment 
ships. 

Destroying the replenishment forces would limit the warfighting 
sustainability of surviving U.S, carriers and other combatants. This 
aim could also be furthered by air attacks against U.S. naval bases 
in Japan and the Philippines, the latter being the target of aircraft 
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staging out of Vietnam. 

The most destructive naval threat to the U. S.S.R. homeland i is 
not from carrier aircraft or sea-launched cruise missiles, but rather 
from the ballistic missiles on the American Trident submarines. 
Attempting to deal with this threat will constitute a fourth and very 
difficult task for the VMF’s Pacific Fleet. This is because sub- 
marines are obviously more difficult to find and track than surface 
ships, particularly once deployed to patrol areas. The Soviet Union 
has no operational, open-ocean, wide-area system for detecting 
submerged submarines which refrain from emitting electromagnetic 
signals, Nevertheless, it can be expected that some Soviet ASW 
units. (especially submarines ) might in crisis or. war attempt to 
strike directly at or lay mines against U.S. SSBNs as they exit their 
bases. 

Interdicting merchant lines of communications constitutes a , fifth 
wartime task. Consistent with the recent trend in Soviet thinking 
about preparing to fight wars which could be protracted and par- 
tially or wholly conventional in nature, Soviet. naval writings have 
placed greater stress on the importance of SLOC interdiction.. The 
lines of. greatest concern would be those heading toward South: Ko- 
rea and Japan either from the U.S, mainland.and Hawaii or from 
the Persian Gulf via the Indonesian straits or around Australia. 

. The same forces which the Pacific Fleet would use against naval 
surface ships could also be employed against merchant carriers, but, 
as ‘will be suggested later, torpedo-armed diesel submarines may. be 
most heavily relied on for interdiction. ‘In all there are about. 55 
such submarines in the Pacific Fleet.. In addition, aircraft operating 
out of Vietnam could be especially threatening to any merchant 
ships in the South China Sea. 

In the Soviet view a sea line includes the port termini at both 
ends, and writings specify that land and sea-based ballistic missiles 
as well as bomber aircraft might strike at ports‘as part of the SLOC 
interdiction mission. In addition, the Soviet Navy is credited with 
the world’s largest mine inventory, and these might be sown in port 
approaches and straits not only by VMF naval units. but: also by 
merchant, fishing or oceanographic ships flying flags other than 
those of the U.S.S.R. 

The Soviet Navy will itself be concerned in war with’ maintain- 
ing its;own SLOCs. Soviet forces at Petropavlovsk, on the Kurile 
Islands and in Vietnam can be extensively. resupplied only by sea, 
and the Soviets would be undoubtedly concerned to protect them 
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from the U.S. arid possibly Japanese submarines and from aircraft 
based ‘in Japan. 

- .Spearheading amphibious landings will constitute a sixth task, 
one for which the Pacific Fleet’s capabilities remain modest. A prob- 
able Soviet. objective will be control of one or more of the straits 
connecting the Sea of Japan with the open Pacific, and the am- 
phibious forces might well be used to capture adjoining strips of 
land. Whatever the target, Soviet amphibious forces will require 
extensive protection and gunfire support from other naval and from 
air forces lest they be destroyed on the way to or off their landing 
area. 

Finally, the VMF has to contend with the need to provide its 
ships with mobile at-sea resupply. The Pacific: Fleet has 25 ships 
dedicated to the task, and it can count on civilian ships to supple- 
ment them. The result is an at-sea replenishment capability gen- 
erally adequate in peacetime, but which would be severely strained. 
in a geographically-wide naval war of other than short duration. 


THE UNCERTAINTIES, 


A few observations are in order before we offer our assessments 
of the extent or degree of the Soviet Navy’s challenge to the U.S. 
Pacific. Fleet. It should be obvious that the Soviet Navy in the 
Pacific will have no shortage of tasks in a war with the U.S. and its 
allies. The extent it concentrates forces on specific tasks or in specific 
areas will constrain its ability to perform other tasks or operate in 
other regions. Much of what it will do should keep it in home and 
adjacent waters, a prospect consistent with the present and fore- 
seeable state of its replenishment capabilities. Forces which intend 
to operate outside the Sea of Japan will have to be concerned with 
U.S. and allied efforts to prevent not only their egress but also their 
return. Ships and submarines which sortie during a ‘prewar period 
will not want to do so too early lest they seriously affect their 
sustainability if conflict does ensue. Aircraft will not sortie until 
time of attack ‘and will presumably have to contend—unless théy 
operate from Vietnam—with U.S. and allied interceptor aircraft 
stationed in Korea and Japan. NO ' 

A major uncertainty is the proportion of the Pacific Fleet which 
operate off of Vietnam and in the Indian Ocean. The Soviets will 
have to decide the costs and benefits of such distantly deployed 
units, On the one hand, such units might draw off. U.S. forces which 
otherwise might operate entirely in the Pacific. They would also, as 
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noted earlier, be well-positioned for naval air strikes against U.S. 
naval bases in the Philippines and against merchant lines in the 
South China Sea. On the other hand, having VME units forward- 
deployed lessens the nuntber which could operate in the sea control 
and sea denial areas close to home. It could also facilitate the defeat 
of Soviet naval forces in detail if large segments of them are simul- 
taneously in the Northwest Pacific, the South China Sea and the 
Indian Ocean. Indeed, in view of these last two factors, we would 
not expect large segments of the VMF to be retained in either area 
during a major war with the U.S., but we do expect. that some 
would (Specialy aircraft in Vietnam and submarines in the Indian 
Ocean). 

A second major aiani surrounds the circumstances which 
would lead to Soviet use of nuclear weapons against Western ships. 
One factor encouraging their use is that these weapons greatly 
simplify the VMF’s task of neutralizing high value surface ships 
such as aircraft carriers. No matter how tight carrier’s defense is, 
one nuclear weapon can almost certainly be counted on to leak 
through and to devastate an entire battle group. A second factor 
encouraging their use at sea is the lack of collateral damage such as 
associated with nuclear detonations on land. Standing against these 
factors is a perceived trend in Soviet literature and exercises to- 
ward emphasizing preparations for fighting conventional as well as 
nuclear conflicts. The concern for conventional possibilities may be 
related to a Soviet determination to avoid triggering any Western 
resort to nuclear weapons against the Soviet homeland or against 
Warsaw Pact ground forces, since Western theater nuclear attacks 
would entirely disrupt their forward movement. 

If Western analysts are correct in identifying a Soviet emphasis 
on preparing for conventional warfighting and if the rationale for 
that emphasis is as suggested above, then it is improbable that the 
VMF would initiate a nuclear war at sea in the absence of one on 
land. The reason is that nuclear use in the maritime theaters could 
trigger the very responses the Soviets wish to avoid. Conversely, 
howeyer, resort to nuclear weapons on land will certainly lead to 
their adoption at sea, a highly ominous development for any West- 
ern high value surface ships operating within striking range of So- 
viet nuclear delivery systems. 

Finally, a third major uncertainty is worth highlighting because 
it too could have great significance for the survival of high value 
Western surface ships in the Pacific. The question is whether the 
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USS. will attack with conventional weapons Soviet naval and naval 
air bases, command, control and communication (C?*) facilities, and 
support elements. Such attacks could put the Soviet Navy on the 
defensive, force it constantly to readjust; and thereby contribute 
greatly to helping sea control, particularly east and south of Japan. 

‘With the above observations in mind, what can be said about the 
degree or extent of the Soviet naval challenge to U.S. naval forces 
and mission-effectiveness in the Pacific? 


ASSESSING THE SOVIET WARTIME CHALLENGE 


The Challenge to U.S. SSBNs. The Soviet Navy poses a minimal 
challenge to the survivability of U.S. SSBNs and to their accom- 
plishment of their strategic deterrent and strike missions. This is 
because (1) American SSBNs have great flexibility to avoid areas 
of probable detection since they can target the Soviet Union from 
nearly the entire Pacific; (2) the U.S.S.R. has no operational capa- 
bility to find the submarines after they have left their immediate 
base area; (3) the U.S. Navy protects outbound SSBNs and under- 
takes measures to prevent their being trailed; (4) the Soviet’ Pacific 
Fleet has a paucity of platforms—though numbers are increasing 
slowly—for prosecuting individual SSBNs, and (5) the vast bulk 
of its ASW platforms will be otherwise engaged in trying to deal 
with the threat U.S. SSNs will pose to VMF forces (especially, from 
the Soviet perspective, VMF SSBNs) retained in the sea control 
zone. It would be highly worrisome if the U.S.S.R. were to score a 
breakthrough in wide-area search technology—there is no indica- 
tion it has—, but it would take at least 10 years to convert the break- 
through into a operationally reliable and practical system. 

The Challenge to U.S. Nuclear Attack Submarines. U.S. general- 
purpose naval forces will not have the wartime luxury afforded 
SSBNs of being able to perform their missions while staying out of 
the VMF’s maritime defense perimeter. As a general rule, the closer 
American forces approach the Soviet homeland, the more problems 
they can expect. Nevertheless, as far as U.S. SSNs are concerned, 
the appropriate issue seems to be not so much the challenge they 
will face from the VMF as the challenge they will pose to it. They 
will operate in Soviet near waters on a sustained basis, and dealing 
with them should constitute an enormous challenge for the VMF. 
As a result, it is no wonder that it intends to concentrate the bulk 
of its ASW assets in its own sea control zone. 

The U.S. submarines are extremely difficult to detect, and the 
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first indication the Soviets may have of a U.S. submarine’s presence 
is when it fires the first shot. The U.S. SSN, however, would then 
have to contend with alerted enemy units. ‘They would undoubtedly 
activate their sonars, thereby negating the U.S. submarine’s passive 
acoustic advantage, ‘and aggressively prosecute any suspicious con- 
tacts. The hope for the American boat is to take advantage of the 
confusion caused by its initial attack. It may also benefit from a 
Soviet concern not to strike one of their own protecting submarines 
if they fire too precipitously. 

Over time the U.S. will certainly lose some SSNs, but the price 
to the Soviets will be very high in terms of thé number of forces 
tied down to contend with them. Nevertheless they may feel the price 
was worth paying, for it may be recalled that a primary Soviet con- 
cern is to eliminate the threat SSNs pose to Soviet SSBNs, Whether 
or not U.S, SSNs seek out Soviet SSBNs in particular, they may 
well succeed in eliminating some, and if they do, each loss should 
only reinforce further the Soviet determination to concentrate the 
resources necessary to protect the remainder. In the end this should 
prove beneficial to the Western cause by lessening thereby the re- 
sources which might be applied to deny U.S. control and allied con- 
trol of the Northwest Pacific. 
| The Challenge to American Carrier Battle Groups. We noted 
earlier a basis for renewed optimism among U.S. officials that 
American sea control forces, particularly the aircraft carrier battle 
groups, can be counted on to secure the maritime links to East Asia. 
Among the reasons we pointed out were the progress made toward 
a 15-carrier-battle-group Navy, a restocking of war materials, the 
deployment of additional aircraft in Japan capable of interdicting 
Soviet anticarrier aircraft, the introduction of Aegis and a height- 
ened appreciation among U.S, naval officers of the difficulties the 
VME anticarrier forces in general can be made to encounter. 
Apropos the last reason, the Soviets have the best hope of succeed- 
ing if they can position and coordinate their forces for attack, know 
at all times the exact locations of the carriers and support ships and 
catch, the U.S. forces unaware or improperly prepared. The U.S. 
Navy with the support of other U.S. ‘and allied services is striving 
to insure that those conditions are not met, and it is more confident 
today than it was at the turn of the decade that it is making’ prog- 
ress. ` 

For example, a Soviet attack would be built around the firing of 
long-range cruise missiles. Such a prospect seriously complicates the 
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carrier defense problem by vastly increasing the area around the 
carrier from which the VMF can launch the missiles, but it also 
complicates the attack problem since the shooter does not see his 
target but rather relies on outside targeting support. Hence, dis- 
rupting that support could result in forestalling the attack. Similar- 
ly, should an attack take place, sowing the waters around the car- 
rier battle group with off-board expendable’ deception devices can 
draw the missiles from their intended targets and causé them to hit 
harmlessly against the sea. These and other measures are not pana- 
ceas, but when combined they can make a difference. They can help 
insure Western sea control east and south of Japan though not, in 
our mind, in the VMF sea control zone. The concentration of So- 
viet forces and the advantages they acquire from operating so close 
to their homeland make it too risky for carriers to venture there. 

In short, the general challenge to the carriers is extremely formi- 
dable, but how well the Soviets do will depend on circumstances. 
U.S. forces caught unprepared will suffer; so will some prepared 
forces subjected to saturation attacks, to nuclear attack or attacks 
in the sea control zone. Nevertheless, U:S. officials are more opti- 
mistic about achieving adequate control in the Pacific, and their 
optimism seems grounded in concrete developments. 

The Challenge to SLOCs. If the U.S. retains enough carriers in 
the Western Pacific to provide a foundation for sea control, other 
U.S. and allied surface naval units, including amphibious groups 
and land-attack cruise missile carrying ships, will directly benefit. 
So too will some high value merchant ships, but since the aircraft 
carriers cannot be at all-places at all times and since the protection 
they can provide would probably be given first to amphibious and 
land-attack missile surface ships, the only direct protection many 
merchant ships outside the range of Japan-based aircraft will possi- 
bly receive will come from American and Japanese escort ships. 

- The merchant ships should benefit indirectly, however, to the 
extent that VMF antiship cruise’ missile surface ships, submarines 
and aircraft are reserved to deal with carriers, amphibious groups 
arid other naval ships. The merchants will similarly benefit to the 
extent the most modern of the VMF’s other tactical submarines 
(those without antiship cruise missiles) are dedicated to counter 
the U.S. SSN and SSBN thréats. In addition, U.S. SSNs in the sea 
control zone will probably destroy some of the ‘submarines which 
otherwise might have operated against the séa lines. As a result, the 
Soviet Navy will have only a limited number of submarines available 
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to send against merchant carriers. Indeed, an extensive Western 
study of the SLOC issue in the late 1970’s concluded that the VMF 
would probably dedicate mainly torpedo-armed diesel-electric sub- 
marines to SLOC interdiction.” As we stated earlier, we believe 
this will continue to be the case in the Pacific for many years to come 
unless the carriers are no longer a threat (due to being eliminated 
or to their “swinging” to other oceans) or the Soviets score an ASW 
breakthrough. 

There are presently about 55 diesel-electric torpedo submarines 
in the Soviet Pacific Fleet. With roughly one-fifth or more in over- 
haul at any one time and with the good probability that some will 
be kept in and around the sea control zone, the number left to inter- 
dict SLOCs at any one time would probably never rise higher than 
30 to 40. Their impact could be severe in the initial days of a war, 
but submarine attrition in the sea control zone, at barriers leading 
in and out of the Sea of Japan (whether the Soviets control Soya 
or some other strait could be critical here) and from escort forces 
could make a significant difference the longer a war proceeds. So 
too could Japan’s determination to build up its SLOC protection 
capability and the implementation of other measures such as the 
prepositioning and stockpiling of materials in Japan and South Ko- 
rea, the placement of torpedo launchers, small ASW helicopters 
and tactical towed acoustical array modules on merchant ships, and 
even the unescorted sailing of merchant ships at different times and 
along widely varying routes (until they are close enough to Japan 
to receive escort from the Japanese Navy) in the hope of dispersing 
the U.S.S.R.’s anti-SLOC assets. 

On the assumption, then, that enough American carriers survive 
to provide general as opposed to comprehensive control of the 
Northwest Pacific, the U.S. and its allies should ultimately be able 
to contain the VMF’s SLOG interdiction challenge there. Merchant 
ship losses, however, could be heavy in the first few weeks of a war 
but taper off as attrition of Soviet submarines took its toll. This 
conclusion, however, does not apply to SLOCs leading to Korea 
because they require entry into the Sea of Japan where many Soviet 
naval forces will be concentrated and where Soviet naval aircraft 
should have relatively good freedom to operate. Additionally, it 
does not apply to sea lines in the South China Sea, especially if So- 
viet interdiction elements operate out of Vietnam, but this should 
pose no problem for ships headed to Japan from the Indian Ocean. 
This is because they can circumvent the South China Sea altogether 
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by taking the longer but safer route around the east side of Australia. 

Overall Conclusions on the VMF Wartime Naval Challenge. In 
the face of the challenges posed by the Soviet Navy in a major war, 
we believe the U.S. Navy in the Pacific should: 

(1) be able to carry out its missions of strategic nuclear deter- 
rence and nuclear strike; 

(2) succeed in tying down a very significant proportion of VMF 
assets in their own sea control zone; 

(3) depending upon the status of uncertainties specified above, 
probably maintain general though not necessarily compre- 
hensive control of the Northwest Pacific east and southeast 
of Japan, and 

(4) within the context of that control, directly and indirectly 
contribute to keeping the VMF SLOC threat to Japan 
(though probably not to Korea or to Southeast Asia in the 
initial period of a war) down to manageable proportions. 

In short, we believe that the U.S. Navy with the cooperation of 

its allies should generally be able to contain the Soviet naval threat 
in the most critical area of the Western Pacific, its northern half. 
Dealing with the Soviet threat in the South China Sea will depend 
on how many forces the VMF retains there operating out of Viet- 
nam and how many units the U.S. Navy can spare to that area. 


THE PEACETIME CHALLENGE 


There are two principal dimensions to the Soviet Navy’s peace- 
time challenge. The first arises when Soviet naval forces confront 
those of the U.S. in crisis or near-crisis situations. In the absence of 
two or more crises occurring at the same time in widely distant 
locations (such as off of Central America and off of East Asia), the 
Pacific Fleet should generally be able to muster in a timely way the 
necessary forces to protect American interests and those of its 
friends. Of greater concern are questions ‘of resolve and political 
judgment, and these are beyond the scope of this article. Suffice 
it say that we agree with Ken Booth when he says: 

“The almost inevitable Soviet warships when U.S. warships 
deploy in a crisis adds a complicating factor to U.S. foreign 
policy and it imposes additional potential danger for the U.S. 
Navy, particularly in increased readiness costs. That is all 
worrying, but I would describe the Soviet Navy as an irritation 
rather than a deterrent. Short of a failure of Western will, the 
Soviet Navy need not hinder intervention. It can only stop 


134 


U.S. projection forces by shooting at them. To do that would 
require such a. massive change in its pattern of behavior that 
I think it inconceivable. That comment is based on the as- 
sumption of the maintenance of a demonstrable will and capa- 
bility to threaten force of the United States.”’® 
In short, where American interests otherwise call for action the pres- 
ence of the Soviet Navy should not hinder action. 

A second dimension is more amorphous and insidious. An Aus- 
tralian, Peter Polomka, went to the heart of the problem when he 
observed: 

“The importance of perceptions in international politics, espe- 
cially in times of rapid change, and the paramount position 
of the ‘American factor’ in the calculations of most Western 
. Pacific states suggest that the security outlook in the region dur- 
ing the 1980s will be largely shaped by perceptions of where 
‘the U.S. stands in the regional superpower naval balance and 
how well she handles relations with Japan and China.”” 

Polomka’s emphasis on the naval balance crystallizes the issue 
and reflects two generally-held notions. One is that the U.S. Navy 
is the lynchpin and foundation for all American conventional mili- 
tary power in East Asia. Without the Navy, forward-deployed land- 
based forces would be unable to sustain themselves. The second is 
that “the most striking and widely noted change in the [U.S.S.R.’s] 
Far Eastern military situation... involves the modernization and 
growth of the Soviet Pacific Fleet.”"* That change has contributed 
to a questioning of the state of the Far East naval balance and, be- 
cause of the latter’s importance, a questioning of the U.S. overall 
military ability to protect the interests of friends and allies. 

U.S. political and military officials are sensitive to this fact and 
have, as noted above, already undertaken measures to buttress the 
actual capabilities of the U.S. Pacific Fleet. They have taken meas- 
ures as well to buttress its perceived capabilities. For example, both 
the present commander in chief, U.S. Pacific Forces and his pred- 
ecessor have made numerous public statements pointing out the 
upturn in naval and overall military power in the area, Only time 
will tell how long that upturn will continue and how it- will pro- 
vide'a basis for the greater confidence evident in their statements. 

The U.S. Navy is especially well-suited because of its flexibility 
to help advance U. S. interests in the Western Pacific-East Asia 
region, Its ability, however, to act decisively there declined in the 
mid- to late-1g70s and reached a low point during the Iranian hos- 
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tage crisis. Since the end of that crisis U.S. policymakers have ex- 
hibited heightened appreciation for the importance of East Asia, 
and progress toward a 6oo-ship Navy has already had beneficial 
effect on the Pacific Fleet’s potential to advance U.S. interests there. 

'Rises and declines in the Fleet’s force levels would not be as con- 
sequential as they are were it not for the steady. increases in the 
U.S.S.R.’s own Pacific Fleet since the late 1970s. Those increases 
have not been ignored by the-states of the area, which question their 
significance for their own security and look to the U.S. and its Navy 
to act as a balancer or makeweight. Thus, much of this article has 
sought to assess the extent of the challenge which the VMF poses to 
the U.S. Navy’s ability to advance American and friendly interests 
in the Western Pacific. 

As for the wartime challenge we believe that, subject to some un- 
certainties (such as Soviet resort to nuclear weapons), the U.S. 
Navy should be able to contain enough of the Soviet naval threat 


‘to maintain general control of the Northwest Pacific east and.south- 


east of Japan, including critical sea lines to that nation. We are less 
sanguine about sea lines to Korea or to the South China Sea at least 
in the initial period of a war. A major reason for our cautious opti- 
mism about the Northwest Pacific is that we foresee U.S. attack 
submarines posing a major challenge to VMF forces in their sea 
control zone. Without that challenge, the Soviet Navy would be 
much freer to raise havoc in their sea denial zone. 

In peacetime crisis situations we see the obvious problem of the 
U.S. Pacific Fleet’s having to respond simultaneously to two or more 
geographically distant events in a timely manner. In‘short, there is 
still the potential that requirements in the Indian Ocean, for exam- 
ple, or in Central America could adversely impact on the U.S. 
Navy’s ability to contribute to a stable environment in the Western 
Pacific. Nevertheless, U.S. policymakers are indicating that they 
consider East Asia extremely important, thereby implying any 
drawdowns from the area would be temporary, and that sufficient 
forces would be retained in East Asia should there be crises both 
there and in some other area. In our mind; however, the more 
critical issue does not seem so much the possibility for simultaneous 
crises as it is that of. American judgment and resolve in the midst 
of a crisis. As for the day-to-day (i.e. noncrisis period) perceptions 
of East Asian actors, we see a reversal of adverse trends as those 
actors realize that the decline in U.S. naval: power there has been 
reversed and that the latter development is coincident with an in- 


196 


crease in the perceived i importance of East Asia. ane U.S. policy- 
makers. : 

The- judenients we offer above are subject, of course, to uncer- 
tainties which we outlined earlier. We wish to specify two more at 
this point and link them to recommendations. First, what will be 
the contribution of U.S. friends and allies'in East Asian contingen- 
cies? In particular, we are skeptical that Japan. can or should (be- 
cause of the adverse réaction of other friendly states in the area who 
remain fearful of any Japanese militarism) carry through on its 
pledge to protect sea lines out to a thousand miles east and south 
of Japan. We would be willing to accept a narrowing of Japan’s 
operational horizons for a strengthening of Japanese capabilities to 
keep the Soviet Navy (including the Soviet naval air force) from 
breaking out of the Sea-of Japan into the open. Pacific. 

Our second uncertainty is really a subset of the first: In the face 
of-what we would expect to be intense Soviet pressure in period 
prior to what seems to be certain. war, what will Japan choose to 
do? Will it remain with the Western alliance? In other words, Japan 
could confront a situation where she must choose sides. At the very 
least, the Soviets would certainly want a neutral Japan with no 
U.S. -bases. Conversely, they might view the. VME’s tasks to. be 
greatly facilitated if it had access to those bases instead. Japan lies 
within the Soviet sea denial zone, for example, and the latter could 
be moved farther out if it were measured from Yokosuka instead of 
Vladivostok. The- Soviets also would not worry about interdicting 
Japanese sea lines if they controlled their termination points. 

The above is not intended as an alarmist appraisal, but it.does 
reflect the fact that in 1939-1940 the U.S.S.R. went to war with 
Finland and applied strong diplomatic pressure on Estonia, Latvia 
and Lithuania (eventually annexing them) in order to acquire for- 
ward military bases in the Baltic, thereby facilitating Soviet naval 
operations theré,’One should not assume history will Tepsa put the 
past can, be prologue. 

‘If the: above ‘scenario for Japan i is online hen so rudi the 
bettër, but whatever its realism, it should sensitize U.S. policymakers 
to follow through on their statements that East’ Asia is extremely 
important. This means insuring that the U.S, always maintains the 
military wheréwithal to act decisivély in the area and that the U.S. 
avoids exaggerating Soviet naval capabilities or “excessively: deni- 
grating those of the U.S. As far as the Western Pacific is concerned, 
actual trends in U.S. naval capabilities are favorable and provide’ 
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a solid foundation to advance the U.S. goal of stability in the area. 
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MOSCOW’S “NEW COLD WAR” 
AGAINST ASEAN 


By Bilveer Singh 





east Asian Nations (ASEAN) and the Soviet Union has 

-changed five times in the past two decades’ in résporise to 
shifts in Soviet objectives and developments in the region. 
_ From its formation in August 1967 to late 1971, the Soviet Union 
pursued a policy of outright hostility, perceiving ASEAN -as an 
American creation aimed at “containing” the southward’ spread of 
Communism in Southeast Asia. Between late 1971 and. early 1975, 
Moscow pursued a policy of moderated hostility; ASEAN was ‘still 
condemned as a “U.S. tool” but praised whenever ‘its actions suited 
or coincided with Soviet interests. Between’ mid-1975 and early 
1978, Moscow’s relations with ASEAN can be best described as one 
of ambivalence but with intermittent :warmness. This was: dictated 
largely by the nature,of the political climate in Southeast Asia 
which was: characterized by shifting power alignments. 

From mid-1978 to early i979, ‘the Soviet Union made a volte- 
face and ardently endorsed ASEAN as a “constructive” regional 
organization set up for the purpose of enhancing economic, social 
and cultural cooperation. This turnabout was motivated by Mos- 
cow’s growing competition with the United States and the People’s © 
Republic of China (P.R.C.) for influence in the region, its realiza- 
tion that ASEAN was not:an American “running dog” and, most 
important of all, its desire to win ASEAN’s acceptance of the 
burgeoning Soviet ally in Indochina, any, Vietnam, and of its 
policies in mainland Southeast Asia. | - 

- The final pattern of relations can be dated from mid-1979 and 
thereafter. The Soviet Union reverted to its original. policy of hos- 
tility toward ASEAN and this has continued without fundamental 
change right through to the mid-1980s. Against this backdrop, this 
article attempts to examine the final pattern of relations, mainly 
the reasons behind Moscow’s antagonistic posture toward ASEAN, 
its contours and implications. 


T HE pattern of relations between the Association of: South- 
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After World War II, the Soviet Union demonstrated a markedly 
disinterested attitude toward developments in Southeast Asia, in- 
cluding its failure to support the Communist-led nationalist move- 
ments such as that of the Vietminh. Following the intensification 
of the cold war in 1947, Joseph V. Stalin’s sole concern in the region 
was to incite insurgencies with the object of tying down the colonial 
powers, A pronounced change in Soviet attitude only occurred after 
February 1956, following the Twentieth Party Congress of the Com- 
munist Party of the Soviet Union, where the new Kremlin leaders 
adopted a more flexible foreign policy guideline.’ In the Third 
World, this was aimed mainly at making political capital out of the 
Non-alignment Movement as well as to contain the expansion of 
American-led military alliances such as the Southeast Asian Treaty 
Organization (SEATO) and the Central Treaty Organization 
(CENTO). 

In Southeast Asia, this “new look” was manifested in the con- 
certed efforts undertaken to woo Indonesia, the largest and most 
populous country in the region, then led by the ardent nationalist, 
Achmed Sukarno. From 1957 to 1962, the Soviet Union made some 
remarkable gains in Jakarta and provided economic, political and 
military largesse to the regime that was unmatched elsewhere in 
the Third World. However, the political fallouts from these invest- 
ments proved short-lived and disappointing, and following Sukarno’s 
and the Communist Party of Indonesia’s open support for Beijing 
in the Sino-Soviet conflict, Moscow suffered a great political debacle 
in the region. a 

Following this, the new Soviet leaders, Leonid I. Brezhnev and 
Aleksei N. Kosygin, focused their energies on Vietriam and their 
Southeast Asian policies became largely concerned with develop- 
ments in mainland Southeast Asia. This was partly due to the com- 
petition with the P.R.C. for influence in Indochina and also a reac- 
tion to the American escalation of the Vietham War after the “Gulf 
of Tonkin” incident in 1964. In competition with the Chinese, 
Moscow furnished Hanoi with sophisticated heavy weaponry and 
this was instrumental in the final victory in April 1975 which led 
to the communization of Indochina. In this regard, Moscow’s pres- 
ent close relations with Hanoi can be traced to the efforts of the 
Brezhnev regime and in many ways represent the fruits of Soviet 
policies whose foundations were laid in the mid-1960s. 
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SOVIET GOALS. IN. SOUTHEAST ASIA 


- Even though Southeast Asia is located away: from, the center of 
Soviet power, it slowly gained ascendancy in Soviet strategic think- 
ing, especially in view of the intensification of the Sino-Soviet rift, 
the British decision to implement: the “east of Suez” policy, the 
American decision to review their Indochina policies (the Nixon 
Doctrine) and later their withdrawal as well-as the phenomenal 
expansion’ of: the Soviet blue water fleet under. the leadership, of 
Sergey Gorshkov, the admiral of the fleet. of the Soviet Union., In 
this context, the Soviet goals in the region were to: 

oI) check U. S. economic, political and military expansion and 
“ influence by. encouraging rifts between Washington and the 
‘countries of the region with the object of disrupting, even 

untangling the American defense alliance system; ` 

-2) contain the expansion of Chinese influence by. er on 
_ the fears of the Southeast Asian countries of Chinese inten- 

tions, by highlighting its “expansionist nature” as well as the 
“special. relationship” between : Beijing and, the overseas 

.: Chinese, emphasizing the latter’s “exploitative” nature of 

s,s, their: economic activities and their aaa as a “fifth col- 

one 3 umn;” 

z 3) -rétard the Speen of Japanese economic and political i in- 
ae fluence; 

4) ‘gain access to the raw materials and kakt of the region, 

and 

~ 5). -expand Soviet economic, political and military influence i in 

i ‘the area. 

To realize these objectives, Moscow. aned to project itself 
as a “superpower” both in insular and mainland Southeast Asia. 
However, regional ‘developments began to influence. Moscow’s ob- 
jectives: The communization of Indochina created in its’ wake a 
unified and powerful battle-tested Vietnam. It also marked an 
ignominious end to the Amierican rolé as a “regional policeman,” 
having abandoned its allies in South Vietnam and Cambodia at the 
cost of 58,000 Americans dead and some $200 billion. These dével- 
opments marked a major turning point in the political and psycho- 
logical map of Southeast Asia and shook the non-Comimunist South- 
east Asian states out of their complacency: -For the first time ‘th~ 
developments in Indochina raised the specter of the “domino the- 
ory,” and following “Watergate” and Richard M. Nixon’s resigna- 
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tion, the U.S. came to be perceived in the ASEAN states not only 
as a defeated military power but one which had. also lost its yall to 
contain and combat Communist expansionism, `` - 

This was instrumental in compelling the ASEAN states to en- 
hance their political cooperation; to concentrate on economic devel- 
opment with the object of making the ground unfavorable for 
Communist insurgencies and to act as a “bloc” in the face of the 
Communist threat from the north. ASEAN’s political will. was 
demonstrated in the convening of the Bali Summit in February 
1976. At the same time, the ASEAN states, which in one way or 
another had supported the American war effort in Indochina and 
the non-Communist regimes there, extended a hand of friendship 
to the newly installed Communist regimes with the aim of reaching 
a modus vivendi in relations between the “two blocs” that was per- 
ceived to have arisen in Southeast Asia. An attémpt was also made 
to improve their relations with the Soviet Union and the Eastern 
European countries, which was partly in response to Moscow’s dip- 
lomatic feelers to expand its influence in the region. 

However, the Indo-Chinese states were not keen on developing 
cordial relations with the ASEAN ‘states. This was clearly mani- 
fested at the Non-aligned Summit at Colombo in 1976, where the 
Laotian delegate, supported by the Vietnamese, tabled a motion 
calling for the realization of a “zone of peace, fréedom and genuine 
independence” in opposition to ASEAN’s motion of a “zone of 
peace, freedom and neutrality.” ‘The Lao motion was -iritérpreted 
by ASEAN leaders as a direct challenge to their independence and 
a'support for the violent overthrow of the non-Commatinist South- 
east Asian governments by “ ‘revolutionary movements.” 

_ In this context, Moscow’s provision of economic, political and 
military aid to Hanoi on the one hand and-its attempt to-win the 
friendship of ASEAN on the other hand were viewed as an exercise 
in squaring the circle. This was because by aiding Hanoi thé Viet- 
namese were being strengthened and thus placed in a position to 
threaten the security of the ASEAN states.’ Because of this, the 
Soviet Union did not make any headway in the non-Communist 
states of Southeast Asia, and with the intensification of the Sino- 
Soviet rivalry in Indochina Moscow increasingly directed its ener- 
gies on Indochina, culminating in the establishment of a Soviet- 
Vietnamese alliance relationship. This ‘alliance developed in the 
context of growing acrimonious Sino-Vietnamese relations which 


- were caused by Beijing’s attempt to dominate Indochina and to 
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frustrate Hanoi’s ambition to be dominant in the region. 

Following Hanoi’s success in bringing the Laotian regime into 
line, its attempt to do likewise in Kampuchea was thwarted by the 
Beijing-backed Pol Pot regime. In order to realize its ambition and 
to countervail the growing economic, political and military pressures 
from the P.R.C. and the West, Vietnam leaned more heavily to- 
ward the Soviet Union culminating in Hanoi’s membership in the 
Council for Mutual Economic Assistance (COMECON) in June 
1978 and a Treaty of Friendship and Cooperation in November 
1978..It was only after acquiring this “insurance policy” that Viet- 
nam invaded Democratic Kampuchea with the object of removing 
Beijing’s “cat’s-paw” and thus gained supremacy over the whole of 
Indochina. The Soviet Union supported the Vietnamese invasion 
and occupation of Kampuchea diplomatically, economically and 
militarily, and therein lies the root cause of the “new cold war” 
between ASEAN and the Soviet Union. 


- KAMPUCHEAN FLASH POINT 


From April 1975 to December 1978, Kampuchea was ruled by 
the repressive Pot regime where some two million people are said 
to have perished as a result of its policies. In this context, the 
ASEAN states condemned the regime for its human rights violations 
but did not attempt to interfere with Pot’s domestic policies because 
the Phnom Penh government was recognized internationally to be 
legitimate and have sovereign rights over its territory. At the same 
time, politically and strategically, the Sino-Vietnamese and Viet- 
namese-Kampuchean conflicts were tacitly welcomed as they gave 
the ASEAN states extra breathing space to consolidate their do- 
mestic strength as well as ASEAN unity. However, once the Sino- 
Soviet rivalry took on a military-proxy dimension in Indochina with 
the Soviet Union emerging victorious through its support for Viet- 
nam, the ASEAN states*were compelled into action. 

_In addition to the refugee influx into the region as a result of the 
Sino-Vietnamese conflict, an influx which had the potential of 
causing serious internal security problems for the ASEAN states be- 
cause of the Chinese origins of the refugees which in turn could 
have upset the delicate racial balance, the Vietnamese actions in 
Kampuchea were condemned because it led to the loss of a useful 
buffer for Thailand and the possibility of a direct threat by Vietnam 
to the Bangkok regime; it altered the regional balance of power in 
favor of the Vietnamese; it demonstrated the insincerity of Viet- 
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namese words and deeds in- view of earlier Hanoi’s peaceful pro- 
nouncements and their blatant disregard for international law and 
the territorial sovereignty of an. independent state; it brought the 
Sino-Soviet rivalry- into the heart of ASEAN, and it led to a-con- 
comitant rise in Vietnamese and Soviet influence in the region, 

As a‘result of Soviet military alliance with Vietnam, Moscow 
acquired military facilities in Southeast Asia for the first time in its 
history, and its presence includes the deployment of four Tu-g5 and 
Tu-142 “Bear” long-range naval surveillance aircraft, one squadron 
of Tu-16 “Badger” bombers accompanied by a number of “Badger” 
tankers, several Mig-23 “Floggers,” several units of Ka-25 “Hor- 
mone” antisubmarine warfare helicopters, 30 Yak-36. “Forger” 
vertical takeoff and landing (VTOL) carrier fighters and five to 
ten submarines. At any time between 25, and 30 warships are sta- 
tioned in Vietnamese waters.” 

‘It was to counter all these negative implications and results. that 
outwardly the ASEAN states acted in unison to blunt the. Viet- 
namese military victory in Kampuchea.” ASEAN condemned the 
forcible installation of the Heng Samrin regime. on January 7, 1979, 
and attempted to mobilize international opinion to isolate Hanoi. 
It also lobbied in the United Nations, the Non-aligned Movement 
and the Commonwealth to condemn Hanoi’s “aggression” ‘in 
Kampuchea. At the Security Council, ASEAN lobbied for a resolu- 
tion calling for the withdrawal of all “foreign troops” from 
Kampuchea. At the General Assembly, ASEAN succeeded in in- 
fluencing the organization to retain the Democratic Kampuchean 
seat as the sole legitimate government even though Phnom Penh 
was controlled by the People’s Republic of Kampuchea, and thus 
denied the Samrin regime international legitimacy. ASEAN was the 
prime mover for the convention of the International Coriference on 
Kampuchea held in June 1981 which was a further attempt to 
bring international diplomatic pressure to bear on Vietnam and the 
Soviet Union as well as to isolate them. ` 

. Due to the worldwide condemnation of Pot’s “genocidal activi- 
ties” in Kampuchea from 1975 to 1978, and to prevent. these fror 
being exploited by Hanoi and Moscow for propaganda purposes 
against ASEAN’s initiatives, ASEAN lent a helping hand ‘in setting 
up a Coalition Government of Democratic Kampuchea, a loose 
coalition of the Khmer resistance movements led by Norodom 
Sihanouk, Son Sann and Khieu Samphan. It was put forward as an. 
alternative government to the Samrin “puppet” regime, Finally, to 
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back its diplomacy with force, some ASEAN members individually 
provided the non-Communist resistance movements led by Sihanouk 
and Sann with military aid in an effort to “bleed” Vietnam and to 
make its occupation of Kampuchea. “intolerable” and thus compel 
her to evacuate the country and reach a negotiated settlement. 

‘While Vietnam has borne the brunt of ASEAN’s diplomatic in- 
vectives, the Soviet Union has not been left unscathed. The ASEAN 
states regard Moscow as the active accomplice of Vietnam’s actions 
in Kampuchea and a beneficiary of the occupation. Following the 
installation of the Samrin regime, Moscow immediately extended 
its diplomatic recognition. More important, the Soviet Union’s arms 
supplies to Vietnam made possible for Vietnam to invade Kampu- 
chea and subsequent aid has made it possible for Hanoi to continue 
its occupation of the country. In short, Moscow is the Vietnamese 
“bankroller” for its aggressive policies. 

By backing Vietnamese military intervention, Moscow achieved 
a number of valuable gains. It succeeded in having an ally which 
was openly hostile to Beijing and thus realized its encirclement of 
the P.R.C. from the north, west and south. Hanoi lost international 
goodwill by reason of its actions in Kampuchea, and its growing 
isolation was capitalized by Moscow by becoming Hanoi’s principal 
trading partner and aid donor and thus effecting a Vietnamese 
dependency on the Soviet Union. Through this, the Soviet Union 
acquired influence in Indochina and as å trade off for its diplo- 
matic, political, economic and military assistance, Moscow ac- 
quired the right to access to strategically located military facilities 
in Cam Ranh Bay and Da Nang. With these facilities, the Soviet 
Union acquired important forward bases and staging points in the 
region which would facilitate Soviet power projection. in Southeast 
Asia, the West Pacific and the Indian Ocean, which in turn: would 
have tremendous nape for the regional and global strategit 
balance. 

ASEAN’s united aa high profile stance.on the Komike 
issue has been responsible for the following results: the condemna- 
tion by the international community of Vietnamese actions; the 
isolation of Hanoi internationally; the cutoff of economic aid from 
the major Western donors; the denial of international legitimacy 
for the Samrin regime; the condemnation of the Soviet Union as a 
supporter of Vietnamese aggression in Kampuchea; the heightened 
opposition to Soviet activities by the ASEAN countries as a whole; 
the loss of Soviet influence and prestige in the non-Communist.coun- 
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tries. of Scutheast Asia, and ASEAN’s increasing reliance on the 
West and to a certain degree on the P.R.C. to counter what is per- 
ceived as a growing threat posed by Soviet-Vietnamese military 
alliance to the region as a whole. 


POWER GAME AROUND ASEAN 


The following can be regarded as Soviet ‘goals in the ASEAN 
_ states: 
1) the removal of Western and especially American military 
bases; 
2) the weakening of Western and Chinese economic and politi- 
' cal influence; 
3) the enhancement of friction between ASEAN and Japan; 
4) the prevention of ASEAN from j joining an anti-Soviet Pacific 
coalition; 
5) the encouragement of ASEAN to accept the status quo in 
Indochina; 
6) the persuasion of ASEAN to accept Soviet military presence 
in the region as a fact; 
7) the determination to ensure that unhindered passage is avail- 
- able for Soviet military and merchant ships through the’sea- 
lanes controlled by the ASEAN states, and 
8) the expansion of economic relations with the states in order 
to tap the markets and raw materials, 
` The Soviet response to ASEAN’s initiatives on Kampuchea has 
been manifold. Firstly, it has maintained that ASEAN has adopted 
anti-Vietnam policies because of “pressure” from the’ U.S. and the 
P.R.C.* According to this line, the U.S. and the P.R.C., in order to 
maintain and protect their interests in the region, have found it 
prudent and in their common interest to widen the gulf between 
ASEAN and the Indo-Chinese states. Washington has used two 
devices to implement this objective: Firstly, it has revived the 
“domino theory” and warned that with the disappearance of a 
buffer Kampuchea, Thailand is in danger of falling to the Com- 
munists ‘and with it the rest of ASEAN will also go “red.” In this 
regard, Soviet writers have often stated that Washington uses the 
threat of Vietnam to Thailand, the presence of a large concentra- 
tion of Vietnamese forces along the Thai-Kampuchean border and 
even an imminent Vietnamese invasion of Thailand to influence 
ASEAN’s anti-Vietnamese policies.° 
‘Secondly, the ASEAN states are said to be intimidated by the 
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“so-called myth of Vietnamese and Soviet threats.” In order t 
achieve this goal, Soviet writers observed some form of divisio: 
of labor .between Beijing and Washington. According to Yu 
Kuzmichov,’ Beijing intimidates ASEAN with the notion of Moscoy 
and Hanoi threats and advocates massive American presence in th 
region as a counter. Washington, on the other hand, supports th 
thesis and at the samé time reassures the ASEAN countries tha 
there is no need to fear China’s intentions. Instead, the ASEAT 
countries are encouraged to cooperate with Beijing to combat Viet 
namese and Soviet expansionism in the region. Over:and abov 
these external’ pressures, the “reactionary ‘circles within: ASEAN 
are accused of viewing the consolidation of Socialism in ero 
as a danger to themselves and hence their opposition to the “ 
olutionary developments” there. 

Soviet writers also interpret ASEAN’s resistance:to development 
in Indochina as part of a wider U.S. strategy to contain and comba 
Soviet “global expansionism.” According to this view, the U.S. ha 
extensive economic, political and strategic interests in Southeas 
Asia, and having lost its influence in Indochina as a result of it 
defeat there in April 1975, the “U.S. imperialists” have zeroed i 
on ASEAN as their “outpost” for expansionism. In the words c 
Y.G. Mironenkov and A.B. Parkanskiy, “ASEAN has becom 
more important to the U.S. and is now being viewed as one of th 
structural elements of the U.S. military-strategic system and th 
economic complexes of American transnational corporations in Asi 
and the Pacific.” 

‘In the light of the “socialist gains” in the region, both the P.R.C 
and the U.S. are cooperating to destablize the Indo-Chinese state 
with the avowed aim of disentangling the Soviet-Vietnamese mil: 
tary alliance. One strategy utilized to advance this objective is t 
“push” ASEAN toward greater militarization. According to Sovie 
commentators, this has ‘been advanced through two mechanisms 
the attempts to resurrect the Manila Pact or the formal or inform: 
transformation of ASEAN into a military pact.” Soviet writers als 
view, the increase American military aid, arms deliveries, weapor 
standardization, licenses to produce sophisticated ‘weapons, bilaterz 
and trilateral military cooperation and the regular military cor 
sultations between military leaders of the.six ASEAN states as a 
intermediate stage in the transformation of ASEAN into a “milite 
ristic organ to supplement imperialist blocs.”"! 

ASEAN ’s general support for the Pacific Community concept 
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has also been subjected to Soviet criticism. This is because Moscow 
perceives it as Washington’s intention to involve ASEAN in a broad 


|. “anti-Soviet bloc” in the Pacific. According to Pravda, the U.S. 


seeks to create a strong association of countries to the east of the 
Soviet Union, like the Atlantic alliance to the west.” me 

Another ingredient of Soviet ASEAN policy has been to highlight 
that not all the ASEAN states are against the developments in 
Indochina. Here, Indonesia and Malaysia are often isolated for 
praise. This is because Moscow tries hard to work on the fears of 
ASEAN states and especially their differing external threat percep- 
tions. While Singapore, Thailand, Brunei and the Philippines gen- 
erally view Vietnam supported by the Soviet Union as the greatest 
menace to the region at present, both Indonesia and Malaysia have 
tended to perceive the P.R.C. as a greater danger. By working on 
these fears and differences, Moscow hopes to see ASEAN rendered 
ineffective and its Kampuchean policy blunted. ‘This was clearly 
demonstrated during the Soviet Foreign Vice-Minister Mikhail 
Kapitsa’s visit to. Indonesia, where he bluntly stated that “Jo per 
cent of ASEAN was ready to negotiage with Vietnam on the resolu- 
tion of the Kampuchean conflict.’ 


- DISTANCE BETWEEN THE SOVIET UNION AND ASEAN 


Finally, the Soviet Union has increasingly criticized ASEAN for 
its various “failures.” Firstly, it is criticized for departing from its 
original stated aims by which it was supposed to restrict itself to 
socio-economic-cultural cooperation. Here ASEAN’s opposition to 
the Indo-Chinese developments and its initiatives to reverse and 
“roll back” the “revolutionary gains” in Kampuchea are said to be 
“irreconcilable with the goals stated in the 1967 ASEAN Declara- 
tion” to establish regional peace and stability. Secondly, by entan- 
gling itself in the “internationalist reactionaries’ large-scale hostile 
campaign against socialist states in Indothina,” by blocking Peo- 
ple’s Republic of Kampuchea’s right to be represented in the United 


Nations, by its participation in the International Conference on - 


Kampuchea, its assistance in formation of an alliance of “Khmer 
reactionaries,” its whipping up of tension in the Indo-Chinese re- 
gion, its interference in the internal affairs of Kampuchea and its 
rejection of the peaceful initiatives of the Indo-Chinese states, 
ASEAN is accused of contradicting its declaration of developing 
Southeast Asia into a “zone of peace, freedom and néutrality.” This 
is because by not accepting the “revolutionary developments in 
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Indochina” and. by opposing Vietnamese and Soviet policies in the 

region as a whole, ASEAN is accused of jeopardizing the realization 

of the zone of peace concept. At the same time, by rejecting the 

Indo-Chinese call for “good neighborly relations” ASEAN is con- 

E for being the cause of tension and instability in Southeast 
sia. 

One of ‘the main criticisms leveled at ASEAN is its unwillingness 
to respond positively to the Indo-Chinése call for a regional con- 
ference to solve the Kampuchean problem. While, on thé one hand, 
the Soviet Union and Vietnam have maintained that there is no 
“Kampuchean problem” and that the situation is “irreversible,” on 
the other hand, since January 1981, following the Conference of 
Indo-Chinese Foreign Ministers in Ho-Chi-Minh City, both Mos- 
cow and Hanoi have called for a conference at a regional level be- 
tween the three Indo-Chinese states and the six ASEAN states 
to resolve the dispute. ASEAN has, however, rejected the pro- 
posal, calling instead for an international conference, because the 
Kampuchean problem is viewed as the consequence of not only 
regional disputes and developments but, more important, of ex- 
traneous powers and thus can only be comprehensively resolved 
through an international conference. Since neither side has been 
willing to give way, the Kampuchean deadlock has persisted. 

The Soviet military alliance with Vietnam, its use of military 
facilities in the country and its predominant influence in Indochina 
as a whole compared to the U.S. and the P.R.C. are indications of 
Moscow’s successes in mainland Southeast Asia. In contrast, in the 
ASEAN states, the Soviet Union has suffered great setbacks. ‘This 
is partly caused by the inherent disadvantage Moscow suffers in 
insular Southeast Asia. Being a latecomer in the region, as a great 
power it is without much prestige and credibility. It is also handi- 
capped by the lack of cultural affinity. Economically, it has almost 
negligible relations and if of no consequence for the capitalist coun- 
tries of the region. The anti-Communism of the ASEAN countries 
and the intolerance of leftist forces by the ruling regimes have en- 
sured that Moscow is devoid of any constituency in the region. Mos- 
cow’s diplomatic bluntness and its insensitivity toward the socio- 
political-cultural norms of the region have also ensured that the 
Soviet Union is perceived as an outsider and hence to be kept at 
arm’s length. 

Added to this disadvantage, Moscow’s policy of backing Vietnam 
in its expansionism in Indochina has made ASEAN wary of Mos- 


B. Singh 149 


3 3 and 
s prestige 
: harmed Moscow à 
. + ac in the region. It has ‘ons. Moscow's 
pale ns ee aren in Soviet-ASEAN relatio 
represents 


icy of backing Hanoi at tht | 
eee the “new cold war. This, more 


j ble f fs 
Ni re that in the forseea ture t MA ae 
se es Sean a distant power with little aa Ni 
ASEAN region even though it has acquired a strateg! 


Indochina. 


NOTES 


$ -Ji d Some Questions in Inter- 

1 See V. Semyonov, “The Colonial-Imperialist REPT pit oe tid and V. Mikheev, 
national Relations,” Kommunist, Nea ect 80-94 (In Russian). 3 
“New Asia,” Kommunist, No. 12, August 3 ek Jietnam Boosts Soviet Reach in 

2 See Washington Post, December 21, 1983, and ice), September 18, 1984. 
the teat) eee a. A Leena PRAS of external 

3“ dly” because ASE as a whole is no 
Bane a ‘brief background see Robert O. Tilman, The Enemy Beyond: errr 
Threat Perceptions in the ASEAN Region, Research Notes and Discussion Paper, No. 
(Singapore: Institute of Southeast Asian Studies, 1984). ey ; 

4 See V. Yefremov, “ASEAN under Pressure,” Soviet Military Review, No. 8, August 
1980, pp. 53-54, and S. A. Shergin, “Washington’s Activity in Southeast Asia: Pressure 
on the ASEAN,” SSHA: Economika, Politika, Ideologiya, No. 10, October 1982, pp. 
65-70 (In Russian). . 

5 A. Soa ERAN to Make a Choice,” Soviet Military Review, No. 6, June 1981, 

. 51-52. : 

PRE See M. Isayev, “The ASEAN Countries and Problems of Peace and Stability in 
Southeast Asia,” Mirovaya Ekonomika I Mezhdunarodnyye Otnosheniya, No. 3, March __. 
1984, pp. 59-63 (In Russian). 

7 Yuri Kuzmichov, “Southeast Asia: Two Tendencies,” New Times, No. 16, April 

1984, pp. 10-11. 


8 V. Baryshnikov, “Imperialism Pressurizing ASEAN,” Far Eastern Affairs, No. 1, 
1983, p. 134. 

9 Y.G. Mironenkov and A.B. Parkanskiy, “United States Policy toward ASEAN,” 
SSHA: Ekonomika, Politika, Ideologiya, No. 3, March 1981, p.35 (In Russian). 

10 L. Stepanov, “ASEAN: At the Political Crossroads,” Asia and Africa Today, No. 4, 
July 1982, pp. 41-43. 

Ul I.B. Bulay, “Washington’s Plans concerning ASEAN,” SSHA: Ekonomika, Politika, 
Ideologiya, No. 10, October 1978, p.63; Shergin, op. cit., p. 67, and Mironenkov and 
Parkanskiy, op. cit., p.31 (All in Russian). 

12 See Bilveer Singh, “The Pacific Community Concept: The View from Moscow,” 
The World Today, Vol. 41, No. 1, January 1985, pp.49-21. 

13 Pravda, July 15, 1984, p. 4. 

14 See The Indonesian Times (Jakarta), April 6, 1984, p. 1. 


The Editor’s Note 
_ We deeply regret ‘to. announce the suspension of publication of 
ore at susp publication of 
Our quarterly review Asia Pacific. Community in March 1986, for 
reasons beyond our control. We would like to express, on this occa. 
sion, our deep gratitude to our subscribers or readers who have so 
kindly and enthusiastically supported us, see 
Asia Pacific Community has been published for eight year$-since 
it was started-in 1978. During this time, we endeavored with all.our 
efforts.to fulfill its main objective which.was to ‘lower ‘the barriers _ 
between minds of people in the Asia-Pacific region and: thus 
strengthen their feeling of unity. - EO ee Tike 
We unfortunately do not know for the time being when or if we 
can resume. publication. But we look forward to seeing you again 
sometime in the future through another néw magazine. 
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